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FRITZ LEHMANN, 1901-1940 


To THE readers of Social Research there is no need of explaining 
who Fritz Lehmann was. They know that among the contributors 
to the magazine he was one of the most assiduous, and that his writ- 
ings were most eagerly sought for, discussed and praised. They 
are familiar with the incisive keenness of his mind, with his fair- 
ness in judging other people’s ideas, always accompanied by cour- 
age in stating his own position. They know now that much good 
work which had been expected from him will never come. 

What his readers and his students could not realize is how much 
his work cost him. He consumed all the energy of a rich life in 
trying to find some order in the social phenomena of a chaotic 
world. The polished clarity of his thought was the subsequence 
of torturing doubts and of intense suffering. Work did not mean 
to him a series of jobs to be finished. It meant life. He did his 
thinking, his worrying, his searching, with the whole of himself. 
Sometimes he was rewarded with a memorable onrush of crea- 
tiveness, sometimes he had to pay with anguish for the wealth of 
his ideas. 

After one of his most brilliant periods of sustained intellectual 
effort, and when he could have considered his personal happiness 
as secure, Fritz Lehmann once again, and intolerably, entered the 
shadows of torment. 

His friends and colleagues of the Graduate Faculty, at one with 
his readers and his students, wish honor to his name and peace to 
his memory. 











TREACHERY IN WAR 


BY HANS SPEIER 


The Fifth Column 


Tre term “fifth column” was coined by a Fascist general who 
boasted of his strength: General Mola, when he was closing in on 
Madrid with four columns of his army, declared that he had a 
fifth one within the gates of the loyal city. 

Characteristically enough, the term was first employed in a civil 
war, or to be more precise, in a particularly violent stage of the 
revolutionary war which broke out with the rise of totalitarian 
regimes in Europe. It is in times of social upheaval that fifth 
columns appear behind the stage of history. 

Their military value may be exaggerated at times, if only be- 
cause fifth columns are in part composed of political profiteers, 
of men who risk everything at a time when they fight with the 
strongest battalions. Like war propaganda the fifth column is most 
effective when the opponent is inferior in a strictly military sense. 
In modern war, however, the armed forces of a country constitute 
only the first line of attack and defense. No longer does the mili- 
tary strength of a nation consist merely in its mobilized man- 
power and war equipment. It depends on many factors—the 
resources and the organization of industry; the systems of com- 
munication and supply; the relation between military and polit- 
ical authority; the government’s policies concerning unemploy- 
ment, leisure and privacy; the way in which the youth of the 
country is educated; the extent to which class antagonism, re- 
ligious dissent and economic dissatisfaction are free to manifest 
themselves in political action; in short, modern war is waged by 
the whole of society rather than by the armed forces alone. The 
preparedness of a country for war ultimately resides in the struc- 
ture of its society. For this reason fifth columns may indeed im- 
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pair the military strength of a nation by weakening its social 
structure even before the enemy’s airplanes roar over the cities. 
This is especially true of liberal democracies in which tolerance 
toward political dissenters protects also those who preach intoler- 
ance and threaten their protectors with terror. 

Moreover, the modern systems of communication, transporta- 
tion and supply are so organized that it is possible for a relatively 
small number of men to disrupt order by the seizure of key posi- 
tions, a situation which increases the effects of coups de main. 
Today the danger of sabotage cannot be measured by the num- 
ber of saboteurs. 

These considerations, however, should not veil the fact that a 
fifth column, that is, large-scale, organized treason, is primarily a 
sign of social crisis. Throughout history fifth columns have made 
their appearance in civil and religious wars, when the enemies were 
separated not by geographical boundaries but by hostile loyalties. 

Illustrations abound. In Elizabethan England Catholic priests 
from newly founded seminaries on the continent went to England 
to incite the English Catholics to rebellion. The pope absolved 
Elizabeth’s subjects from their allegiance to the queen and en- 
dorsed a project to assassinate her. The Earl of Lennox in Scot- 
land, who was a friend of the house of Guise, plotted against 
Elizabeth. In 1582 he began negotiations with Henry of Guise, 
Philip of Spain, Pope Gregory and William Allen, later Cardinal 
Allen, the leader of the English Catholics in France. One of the 
conditions under which Lennox was ready to lend his support to 
an invasion of Scotland and England was that the Catholics in 
England and Scotland be stirred up to revolution. 

In the eighteenth century Frederick the Great welcomed for 
political reasons members of the Jesuit order, which was sup- 
pressed in Catholic states. The Fiench ambassador in Rome re- 
marked that the Prussian king had thus acquired six to seven 


1See Conyers Read, Mr. Secretary Walsingham and the Policy of Queen Elizabeth 

(Oxford 1925) vol. 2, especially ch. 11, “Plots and Counterplots,” pp. 340-433; and 
J. W. Allen, A History of Political Thought in the Sixteenth Century (London 
1928) pp. 198 ff. 
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thousand spies in France and Austria who would not have to be 
paid.? Frederick the Great distinguished four sorts of spies: the 
common spy, who is poor and cheap; the spy of consequence, who 
is rich and expensive; the double spy, who sells intelligence to 
several bidders; and the forced spy. While it is understandable 
that the king did not mention the trained spy, an accomplishment 
of the nineteenth century,® it is curious that he overlooked the 
spy of conviction, the partisan in the enemy camp, who gets so 
much satisfaction out of spying upon the hated enemy that he 
works for praise. 

Other instances of fifth column activities could be cited from 
the period of the French Revolution,* the wars of liberation 
against Napoleon, the American War of Independence® and the 
American Civil War. 

Today’s fifth columns are distinguished from former instances 
of mass treason by more efficient organization® and by the revolu- 
tionary ideology which possesses the souls of their members. Fifth 
columns today are symptoms of a revolution which is being under- 
taken on a transnational scale against the traditional social order, 


2]. W. Thompson and S. K. Padover, Secret Diplomacy, A Record of Espionage 
and Double-Dealing: 1500-1815 (London 1937) p. 112. 

8 After the Franco-Prussian War of 1870-71 Germany established official espionage 
schools in which the techniques of international treachery were taught according 
to schedule. 

*The most famous case of treason was that of General Pichegru; see J. Hall, Gen- 
eral Pichegru’s Treason 1761-1804 (London 1915) and The Correspondence of Wil- 
liam Wickham (London 1870). Wickham was the English organizer of royalist up- 
risings in France. For a summary of his activities see Thompson and Padover, op. 
cit., pp. 186-88. 

5 See, for instance, Lewis Einstein, Divided Loyalties (Boston and New York 1933). 
6 The organization and the activities of fifth columns in Europe and America have 
recently received much publicity in American newspapers. A few especially instruc- 
tive accounts are: Franz Spielhagen, Spione und Verschwérer in Spanien, Nach of- 
fiziellen nationalsozialistischen Dokumenten (Paris 1936, Editions du Charrefour); 
The French Yellow Book, Diplomatic Documents 1938-1939 (American ed. New York 
1940); Mieczyslaw M. Nowinski, “Behind Poland’s Defeat” in American Mercury 
(April 1940); Hermann Rauschning, The Voice of Destruction (New York 1940); 
Otto D. Tolischus, “The Fifth Column” in New York Times Magazine (June 16, 
1940); Joseph Gollomb, Armies of Spies (New York 1939); Edmond Taylor, The 
Strategy of Terror (New York 1940). 
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against the social order that is based upon the recognition of in- 
dividual rights in domestic politics and upon the principle of 
sovereignty in international relations. 

As a rule the fifth columnist is not, like the spy, an agent who 
does his subversive job in the disguise of a traveling salesman or 
of a member of some other common profession. He is rather a 
shopkeeper or a common man who has turned into an agent and 
often plays his role with effrontery in public. Unlike spies, who 
have never been organized in political parties, the fifth columnists 
are registered by bureaucrats whose files are classified according 
to countries. Again, the spy is an individual working against the 
odds of an international code which casts a verdict upon his 
profession; the fifth columnist takes pride in what those who 
profit from him call his loyalty. This loyalty is to a cause which 
denies individuality and freedom to both sovereign states and 
sovereign men. 

Totalitarian regimes strike at their domestic enemies by means 
of terror. Democracies would undermine their own existence if 
they persecuted fifth columns in the same way. Moreover, they are 
aware that crushing the fifth column does not definitely cure the 
disease of which treachery is only a symptom. The fifth column 
is composed not only of mercenaries whose treason has been paid 
for in cash and by promises of a share in a new distribution of 
power but also of men who have been reared in a culture exalting 
success, pecuniary gain and equality without being offered a chance 
to attain what they were induced to seek. By their very adherence 
to hopes which failed them they have come to regard their life as 
a failure and their values as illusions. Joining a fifth column means 
to them a new, exciting bid for success beyond the law.’ For a 
democracy to fight the fifth column without a smug righteousness 
which easily turns into hysteria it is necessary not only that it 
persecute treason but also that it reexamine the hopes, the illusions 


7 Hitler has said: “We shall find such men, we shall find them in every country. 
We shall not need to bribe them. They will come of their own accord. Ambition and 
delusion, party squabbles and self-seeking arrogance will drive them.” So reported 
by Rauschning, op. cit., pp. 7-8. 
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and the disappointments of its citizens. Every unemployed who 
finds work, every worker who reconsiders the relation between 
butter and guns, every citizen who takes democracy so seriously 
that he can look in the face of any of his fellow citizens, every 
liberal who loves freedom so passionately as to be ready to forego 
its blessings in order to strike at its abuse, every intellectual who 
learns to distinguish the simple from the trivial and despises the 
smartness of sophists—every one of these is worth as much as a 
fifth columnist that has been arrested. 


The Spy 


While the fifth columnist performs many functions of the spy, he 
differs from him as a social and political type. The fifth columnist 
works for a new era of hegemony in world politics. The spy be- 
longs to the past era of the national sovereign state; he operated 
in an international system in which power was so distributed as to 
insure a more or less precarious balance. 

Spies were indispensable when the relations between states were 
based on the public recognition and secret distrust of the principle 
of sovereignty. This principle served as a norm of political con- 
duct, although like all norms it was not always strictly observed. 
Formally, sovereign states were free, much as they differed in 
power. The state claimed the individual’s supreme political loyalty. 

Ever since the substitution of nationalism for the mercenary 
relationship between the soldiers and their employers, the soldiers 
who fight against the armed forces of another nation have been 
regarded as honorable men who, in their loyalty, are fulfilling 
their highest duty. The status of spies is quite different. Social 
status does not depend on the usefulness of the service a man 
renders to the community; otherwise spies would enjoy higher 
public esteem. Since spies encroach upon the sovereignty of the 
state against which they work they violate the principle upon 
which all modern states were built, including the particular one 
that happens to employ them. In the era of the national sovereign 
state it was customary, therefore, to deny officially any connec- 
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tions with spies who had been caught and to refuse to honor the 
successful ones. 

Napoleon owed much of his great success against the Austrian 
army in 1805 to Schulmeister, an eccentric spy employed on the 
staff of the Austrian General Mack. Schulmeister anxiously desired 
to become a member of the French Legion of Honor. Although 
the Legion was not altogether composed of moralists, Napoleon 
shrank from conferring this distinction upon a man who, though 
France was indebted to him, was nevertheless a spy. Similarly, 
Bismarck met with resistance from high Prussian officers and 
noblemen when he shamelessly extended public recognition to 
Wilhelm Stieber, whom the Chancellor himself called the chief of 
his bloodhounds. Stieber was the organizer of the Prussian espio- 
nage system, and when the Prussians occupied Paris in the Franco- 
Prussian War he boasted that his army had invaded France half 
a year before the military operations began. Stieber’s corps is said 
to have consisted of no less than 36,000 spies who, in civil disguise 
as shopkeepers, insurance agents, hotel managers, had methodi- 
cally infested the eastern provinces of France.® 

Official military histories do not speak of the work of spies. The 
values extolled in nationalistic creeds are those of heroism, whereas 
the function of the spy in times of war is precisely to make fools 
out of heroes. From the viewpoint of the successful schemer and 
spy, the only difference between one’s own and the enemy’s heroes 
is that these are fortunate while those are unlucky, a distinction 
which does not alter the fact that he regards both as foolish. In 
our civilization military writers have overstressed the heroic fea- 
tures of generalship, and of history as a whole; the a-heroic pre- 
requisites of successful conduct of war are not readily admitted, 
since military writers, as a rule, know a little more about feudalism 
than about philosophy and think that courage is the highest of all 
virtues. The philosophical truth about war can therefore be 
learned more easily from writers like Stendhal or Tolstoy than 
from men like Clausewitz. In the world’s oldest military treatise 

8 Richard Wilmer Rowan, Spy and Counterspy (New York 1928). 
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we read: “. . . a clever fighter is one who not only wins, but 
excels in winning with ease. Hence his victories bring him neither 
reputation for wisdom nor credit for courage.”® 

The spy, contrary to common belief, is not exposed to higher 
risks than the soldier. The virtue of the spy who helps the general 
to win with ease is not bravery, but cunning and smartness. It has 
been estimated that the death rate of spies in the World War of 
1914-18 was about 2.2 per cent, a small fraction of the death rate 
of recognized combatants.° 

In short, then, the spy’s profession not only involves a disregard 
for the principle of sovereignty, but it also taints the heroic trait 
in the image of national greatness which has been so dear to the 
military classes and their admirers. The spy is the representative 
of the political underworld. While his subterranean talents have 
proved indispensable to the attainment and maintenance of po- 
litical power, the same statesmen who have utilized these talents 
have commonly shared, or at least respected, the popular denuncia- 
tion of spying. The spy belonged to a system of international pol- 
itics in which the norm was peace—peace among the states which 
jealously guarded their sovereignties and even their glorious war- 
tossed flags. 


The Fallacy of Misplaced Righteousness 


Intellectuals in many camps go to any length to denounce this 
debasement of the moral front in international politics by morally 
objectionable techniques of fraud and violence employed to up- 
hold it. Politics, they say, is always hypocritical, indecent and evil. 
This is, of course, a narrow view, based on the fallacy of mis- 
placed righteousness. The status of techniques of violence is not 
that of moral ideas. Nor are moral ideas and techniques of power 
harmoniously interrelated, since man does not live in a utopia of 


®Sun Szu, On the Art of War, tr. by Lionel Gills (London 1910) p. 29. Tu Mu (803- 
852) amplifies this statement thus: “. . . inasmuch as the hostile state submits before 
there has been any bloodshed, he [the general] receives no credit for courage.” 

10 Richard Wilmer Rowan, op. cit., p. 14. 
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liberal extraction. Sensible statesmen do not hesitate, if need be, 
to do what they would not have to do in a perfect world; the 
ship they steer was not built by philosophers. 

The fallacy of misplaced righteousness was deeply ingrained in 
nineteenth century mores; it should be avoided in what is left of 
western civilization. It entailed an alienation of modern civiliza- 
tion from politics, and has ultimately led to an emancipation of 
politics from civilization. In the depths of his heart a liberal can- 
not but conscientiously object to politics in general, since politics 
involves illiberal coercion and doublecrossing. Men without a 
conscience have thus been given a chance to rule, and they have 
seized upon it, using nothing but coercion and fraud and extend- 
ing their sway beyond national boundaries by the same means 
that brought them to power. 

The righteous condemnation of politics makes it impossible to 
distinguish between different power structures. This lack of dis- 
crimination paralyzes action for the defense of civilization and at 
the same time plays into the hands of its political parasites: when 
the anti-political argument is rid of its moral implications it can be 
used as a pretext for the pursuit of almost any political interest. 
For example, in domestic politics, the communists have for a 
fatally long period indulged in the convenient practice of calling 
every government fascist over which Joseph Stalin had no control, 
no matter whether socialists, liberals, tories or, incidentally, fas- 
cists were in power. Similarly, at the beginning of the present war 
one could hear quite often that there is no difference between 
English imperialism in the past and the present German im- 
perialism—an assertion which testifies to the shrewdness of the 
German expansionists, who have made it, but which, when echoed 
by others, reveals a naivete that is disarming in every possible 
meaning of the word. 

This confused notion of politics is a striking illustration of the 
fact that the seemingly most disparate political creeds of our 
time—each of them promising a millennium of happiness—stem 
from the same civilization. Communists, fascists, pacifists, isola- 
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tionists—first in Europe hoisting the flag of appeasement, then in 
this country waving that of Americanism—and a great many 
fatigued, non-political cynics—all in confusion strangely united 
by error or fear or unscrupulousness. None of them could refuse 
to endorse, sadly or triumphantly, the statement in which Francis 
Osborne expressed his disgust at politics: “All Governments now 
extant had their foundations laid in the dirt, tho’ time may have 
dried it up by oblivion or future historians licked it off.” 


Restricted and Unrestricted War'? 


In point of fact, man has been able, under certain cultural con- 
ditions, to impose effective limitations upon treachery and vio- 
lence. Power structures differ not only according to the distribu- 
tion of privileges and obligations but also according to the manner 
in which they use force against their enemies. 

All of them use force. Political life has never been idyllic, as it 
has seldom been purely heroic. Nor is it accurate to associate one 
kind of power structure with war and another with peace, since 
all of them have resorted to war, though for different reasons and 
in different ways. From a realistic point of view, the two decisive 
distinctions between power structures are those between the ends 
for which power is sought and the means by which it is exerted. 

Throughout history there have been wars waged with relentless 
fierceness and unrestricted ruthlessness, in which all available 
techniques of violence and treachery were used to annihilate the 
enemy, to devastate his country, to break his spirit and to destroy 
his most sacred symbols. There have been other wars in which the 
belligerents showed restraint and moderation in the choice of their 
weapons and methods of warfare. The experiences of our lifetime 


11 Francis Osborne, Advice to a Son (1656), ed. by Edward Abbot Parry (London 
1896) p. 84. The book was one of the most popular volumes in seventeenth century 
England. 

12 A more detailed exposition of the point made in this section I must reserve for 
another occasion. Nor can I deal here with the various sociological explanations of 
restricted warfare that have been given by Maurice R. Davie, A. Knabenhans, Max 
Weber, Hoffman Nickerson, J. Huizinga and others. 
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have prepared us less for comprehending the meaning of restricted 
war than for comprehending that of unrestricted fraud and vio- 
lence. The horrible has become familiar; the decent, in war, 
seems quaint. 

Not all restrictions in war are due to moral restraint, resulting 
from fear of the gods, traditions of generous conduct or respect 
for international law. Moral restraint is only one of the three 
principal forces limiting violence and treachery in war. Given 
human nature as it is, considerations of expediency, inspired by 
the fear of retaliation and other undesired consequences, impose 
more reliable restrictions upon violence and fraud than those of 
conscientious restraint. Finally, there are limitations beyond the 
control of the belligerents and yet most important in effect. ‘These 
reside in inefficient techniques and in a social organization in- 
adequately adapted to “total” warfare. 

Moralists often attribute to scruples what has been due to 
prudence, and observers whose passions exceed their knowledge do 
not accurately distinguish between the impossible and the im- 
moral; like children and fanatics they are unable to tell the un- 
attainable from the forbidden. 

In restricted warfare, whether the restrictions be moral, expedi- 
ent or technological, an element of peace among the belligerents 
is retained, and peace always implies a recoil from the efficiency 
of destruction. Measured in terms of violence and treachery, re- 
stricted warfare is less efficient than unrestricted warfare, in which 
anything goes. This holds for any type of fight. The gangster who 
knocks his victim down by a foul blow is more efficient than the 
boxer who wins according to rules. Attention should be paid to 
this truism, because we have not entirely rid ourselves of the 
notion that technological progress, that is, an increase in efficiency, 
means an advance in civilization. It is by no means putting the 
matter paradoxically to insist that civilized warfare is inefficient 
warfare. The popular confusion concerning the meaning of civili- 
zation is an outgrowth of the fact that for about the last three hun- 
dred years we have habitually derived the criteria of civilization 
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from man’s relation to nature rather than from his social 
conduct.** 

Considerations of expediency, technological checks and moral 
restraint—each of these restricting forces exerts its strongest in- 
fluence under specific conditions. Briefly, limitations for reasons 
of expediency are most likely to be imposed upon warfare when 
the contesting forces are balanced in strength; technological checks 
are the more important the less effectively man controls nature; 
and moral restraint plays its greatest role in warfare when the 
fighters on both sides share certain values they hold to be supreme: 
religious beliefs, moral traditions, memories, norms of conduct. 
In all cultures the outstanding instances of restricted warfare have 
occurred between aristocratic combatants who were members of 
leisure classes living in a common cultural world which held 
technicians in low repute.’ Conversely, unrestricted warfare 
reaches its height when neither expediency nor honor forbids 
what efficiency is capable of attaining. 

The distinction between restricted and unrestricted warfare is 
not altogether, however, one of cultures and social systems. It is 
not entirely correct to say that a society wages limited or un- 
limited war according to its structure, because the specific char- 
acter of any war is dependent also upon the conduct of the enemy 
and upon the way in which his nature and status are adjudged. 
In war the example given by the least scrupulous fighter influences 
the methods adopted by his more civilized opponent. The struc- 
ture of war and enmity differs from that of peace and friendship. 
For friendship to exist it is necessary that both friends behave for 
the sake of friendship, but one of them suffices to break up this 
union. Correspondingly, if only one of the belligerents engages in 
unrestricted war, he forces his opponent to disregard the restric- 
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18JIn line with this false reasoning, but at variance with their professed contempt 
for humanitarian values, the Germans claimed after their victory over France that 
blitzkrieg methods are more humanitarian than those of a war leading to a pro- 
tracted stalemate. 

14 Neither Spencer, nor Veblen, the reversed Spencer, has dispassionately analyzed 
the relation between leisure and war. 
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tions he had been willing to observe, unless the opponent is 
crushed before he is able to retaliate, or so strong that he can afford 
to shine in the glory of self-restraint until victory rewards him. 

Furthermore, there are specific types of war in which contempt 
for the enemy and deep-seated feelings of hate or fear lead to 
unrestricted warfare even though in wars waged under different 
emotional conditions the same belligerents might show self- 
restraint. Wars of this type are waged between different cultures; 
the enemies are worlds apart. In these “absolute” wars’® the com- 
batants hold different values to be supreme and thus lack the 
cultural homogeneity which fosters the restriction of violence and 
treachery. Absolute wars are religious or ideological wars, like the 
crusades, the wars of the French Revolution and, to a lesser extent, 
the partisan wars of liberation against Napoleon; also colonial 
wars and, above all, civil wars belong to this type. In absolute 
wars the belligerents are void of magnanimity or shame, not neces- 
sarily because they are petty or without honor but possibly be- 
cause the enemy is regarded as a threat to the community which 
guards the standards of honor and shame. In such wars there is 
a tendency toward annihilation of the enemy. The enemies are 
regarded as barbarians, savages or as persons representing the 
evil in the world. In the extreme case they are identified with 
animals; the term “barbarian,” or its equivalent in other lan- 
guages, means, etymologically, someone who talks incomprehen- 
sibly, and in Greek it was originally applied also to the voices of 
animals. The notion that the enemy is not human not only serves 
to justify the utmost ruthlessness in war but is also expressive of 
the premoral emotions of horror and disgust. Man experiences 
these emotions since his life in nature is none too safe; he almost 
forgets them when his life appears to be safe, but he recalls them 
when it is threatened in society. 


— Pe Te 








18 Under the impact of the wars inaugurated by the French Revolution Baron de 
Jomini spoke of “wars of opinion.” The same historical experience inspired Clause- 
witz to introduce into military theory his concept of “absolute war.” As the follow- 
ing passages indicate, the complex meaning I try to convey by the term “absolute 
war” is not identical with the more technical connotations of Clausewitz’ usage. 
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To repeat, however, the same society that wages absolute war c 
against one enemy may wage limited war against another, the o 
difference depending on the enemy’s worth and on the menace t 
he is held to constitute. This is true of literate societies as well t 
as of preliterate ones.'® Up to the present time colonial peoples i 
have been discriminated against in the solemn language of inter- 
national law. Practices of war which are outlawed with respect to tl 
western nations are tolerated in wars against savages, regardless n 
of the Christian and humanitarian elements of western civili- Vv. 
zation. S 
, , tc 
War in the Era of the Sovereign State : 
F 
The history of the modern sovereign state does not coincide with b: 
the history of chivalry (nor was the history of chivalry the history I 
of the chivalrous ideal). To repeat, elaborate espionage systems, S 
diplomatic double dealing, bribery and corruption were the sub- £ 
terranean but intrinsic elements of power politics. Francois de ot 
Calliéres, in his dignified treatise “De la maniére de négocier avec th 
les souverains,” said curtly, ‘““Well chosen spies contribute more ve 
than any other agency to the success of great plans.”!7 Montecuc- 
coli wrote, ‘‘Assassinations are executed by steel or poison; if they pe 
succeed the power of the new rulers extinguishes the infamy.’’® th 
And about war, Guicciardini had this to say, “It is vsuall, and ve 
allowable for a publick and professed enemy to attempt that by st: 
stratageme, fraud, or suborned trechery, which cannot be got by sth 
fine force, without long time, vttermost danger, and extreme co 
16 To give at least one illustration from the seventeenth century, Montecuccoli, tw 
speaking of poisoned arms, treacherous “wire-bullets” (the predecessors of modern m 
“dum-dum” cartridges) and poisonous gases, says: “These things are prohibited in 
Christian wars and according to the law of war no quarter is given to soldiers who ul 
use treacherous bullets. .. . The masters of pyrotechnics when teaching the com- 
position of poisonous fireworks have their apprentices swear an oath that they will 19 
not use them in any case except against the Turks, the common enemy of the itie 
Christians” (Raimund First Montecuccoli, Ausgewdhite Schriften, ed. by the Aus- cie 
trian Imperial War Archives, Vienna and Leipzig 1899, vol. 1, p. 327). 20 
17Qn the ambassador and his functions see Thompson and Padover, op. cit., pp. 185 
57 ff; J. J. Jusserand, The School for Ambassadors (London 1924). 21 


18 Montecuccoli, op. cit., p. 36. | 22 
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charge.”!® The practice of opening hostilities without declaration 
of war was the rule rather than the exception from the middle of 
the seventeenth century on.” A list of the bribes paid in the seven- 
teenth century might surprise even the heads of contemporary 
intelligence departments.”1 

Nor did the underground aspects of power politics abate in 
the age of enlightenment. Bribes, in particular, were a common 
means of managing the affairs of another state to one’s own ad- 
vantage. In 1764 Sir John Goodricke, English ambassador to 
Stockholm, wrote to London: “To bring 300 impoverished aris- 
tocratic deputies to the capital would require £1,050; to main- 
tain them in Stockholm for six months would cost £6,300; to 
bribe the bourgeois electors would amount to £1,332. Moreover, 
I would have to spend [for undermining the French influence in 
Sweden] £1,660 on the secret parliamentary committee; more than 
£3,700 on clubs for the deputies; £2,000 to bribe the speaker and 
other pro-French nobles to absent themselves at the opening of 
the Diet; and finally the same amout to secure five or six important 
votes.”’22 

In this vein one could go on piling up evidence against the 
power holders in the era of the sovereign state. But when every- 
thing had been said, it would still be necessary to qualify the 
verdict, and the truth lies in this qualification. The worst in- 
stances of unrestricted violence and treachery occurred in civil 
strifes, in the wars against the Turks, in religious wars and in 
colonial campaigns. These were not the typical foreign wars be- 
tween European states. While the foreign wars were no tourna- 
ments either, they did not reach the intensity of violence and 
unscrupulousness of fraud characteristic of the absolute wars of 


19 Sir Robert Dallington, Aphorismes, Civil and Militarie. Amplified with Author- 
ities and Exemplified with Historie, out of the First Quaterne of Francisco Guic- 
ciardine (London 1613) p. 131. 

20 See the figures in J. F. Maurice, Hostilities without Declaration of War (London 
1883). 

21 Thompson and Padover, op. cit., p. 58. 

22 Quoted in Thompson and Padover, op. cit., p. 166. 
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the era. For this reason Jean Bodin and a great many writers in 
the period of mercantilism, when the political implications of the 
modern system of sovereign states were discussed with a sense of 
intrepid realism, preferred foreign wars to civil wars. The stand- 
ard argument of these writers was that foreign wars purge the 
body politic from internal diseases,?* while civil wars, the most 
horrid of these diseases, are a menace to political life itself. 

In inter-European relations fraud and violence were kept within 
the limits of a tradition rooted in the cultural homogeneity of 
the European upper classes. During the era of the sovereign state 
the classes on top of society were affiliated with one another by 
marriage bonds, by common interests in ruling over the lower 
classes and by norms of social conduct sufficiently similar to 
facilitate understanding. As a matter of speculation it would not 
be absurd to attribute the longevity of the era to this social homo- 
geneity rather than to the principle of sovereignty. The ideals of 
the honnéte homme in France, of the gentleman in England and, 
to a much lesser extent, of the officers’ class in Germany, were 
powerful enough to leave traces of a cultural homogeneity in the 
upper ranks of European society even in the nineteenth century. 
This was possible because all the social images of the various 
nations were shaped in the common tradition of Christian faith 
and were later assimilated to a middle class culture with a univer- 
sal interest in pecuniary gain. 

Up to the end of the eighteenth century not only the diplomats 
but even the class of military officers had an international rather 
than a national status. When the French Revolution shook Euro- 
pean society the Duke of Brunswick was offered the supreme 
23 Bodin said in 1568 that war is “une purgation de mauvaises humeurs nécessaire 
a tout le corps de la république,” and, in 1576, that civil war “est le seul poison 
qui peut rendre les Empires and les Républiques mortelles, qui autrement seroyent 
éternelles” (quoted by Edmond Silberner, La guerre dans la pensée économique du 
l6e au 18e siécle, Paris 1939, p. 20, note 22, and p. 19). See also Walter Raleigh’s 
statement, “Foreign wars serving (as King Ferdinand had wont to say) like a potion 
of Rhubarb to waste away Choler from the Body of the Realm” (Works, London 


1757, vol. 2, p. 26). Similar views, with a preference for the same simile, were ex- 
pressed by Bacon, Richelieu, Montchrétien, Boisguillebert and others. 
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in command of the French revolutionary armies by the Jacobins 
he and, at the same time, that of the armed forces which old Europe 
of rallied against the French. 

id- In the nineteenth century the nationalization of mass armies 
he parochialized the military elites in all countries, a development 
dst which was not counterbalanced by the increasing internationaliza- 
tion of business leaders. Nor was it substantially qualified by the 
in system of sending military and naval attaches abroad and order- 
of ing military experts to less advanced countries which wished to 
te be tutored in modern power techniques. And yet, despite the in- 
by roads which the nationalistic spirit made upon civilization by 
er corrupting the educated classes and by pervading ever increasing 
to masses with the desire to be heard from in foreign politics, even 
ot at the time of the World War a cultural homogeneity still existed 
O- among the ruling classes in western civilization.** 
of When anyone entered the scene of European politics certain 
d, minimum requirements of public dignity in conduct and lan- 
re guage, of political rationality and personal self-control, had to be 
1e fulfilled, and a common understanding about the possible scope 
y: of ambitions and the limits of religious and moral dissent could 
1s safely be presupposed. In what they did, if not always in what 
h they said, the ruling groups were closer to members of their own 
T- class in other nations than to the masses occupying a lower social 
position in their own country. 
ts This social homogeneity made for some degree of moral re- 
Tr straint in the conduct of war. It is difficult, of course, to prove 
D- this point to positivists and cynics. References to atrocities that 
€ could have happened but actually did not happen will irritate a 
- positivistic mind. Such a one will remind us that the historical 
mn records of scruples are not well kept, and that in studying history 
“ we should search for events rather than deliberations and alterna- 
’s tives which were uneventful because they failed to be realized. It 
yn 
mn *4On the military problems arising during the World War in Germany, from the 
x international connections of certain groups and classes, see W. Nicolai, Geheime 
Machte (Leipzig 1924) pp. 150 ff. 
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is not idle, however, to assert that moral restraint, attendant upon 
a social homogeneity of the combatants, has restricted violence 
and treachery in war. Nor is it by any means impossible to prove 
this assertion, unless the distinction between moral and expedient 
conduct be cynically denied on principle.*° Cynics will regard any 
illustration of decency in power politics as an instance of incon- 
sequential weakness, but it is of no avail to argue with cynics. 

Even those who feel called upon to dismiss as illusions any 
examples of moral restraint in power politics will not be able to 
deny that in this period certain limitations were indeed imposed 
upon warfare and diplomacy for other reasons—limitations aris- 
ing from the system of balance of power in international relations, 
from inefficient techniques and from the existing structure of 
society. 

The balance of power did not secure eternal peace but it pre- 
vented absolute wars. It was precarious, to be sure, but except in 
the case of the French revolutionary wars it was effective enough 
to induce states desirous of change not to challenge with impunity 
the principle of balance itself. 

Indeed, were it not for the differences in the ideas inspiring 
them, the wars of the French Revolution and of the Napoleonic 
period would be the only ones which could be compared with 
the present struggle in Europe. As early as May 25, 1796, Mallet 
du Pan wrote to Vienna about the French: “In all countries which 
they do not care to retain they will sow the seed of republicanism, 


25 Three proofs can be given: first, cases in which treacherous proposals were re- 
jected by responsible statesmen; second, cases of indignation when a responsible 
statesman overstepped the traditional limits of power politics; third, detailed com- 
parisons of the conduct of foreign wars with that of absolute wars in the same 
period. In regard to the rejection of treacherous proposals, a few striking instances 
are given by Thompson and Padover, op. cit., pp. 72-73, 159-60, 182-83, and count- 
less other instances could be cited from the history of military inventions; an 
example of the second situation is that certain circles of the Austrian upper classes 
were less aroused by the defeat of Austria in the War of 1866 than by the fact 
that Bismarck had contemplated instigating a social revolution in Austria; and as 
to foreign wars in comparison with civil wars, it has been statistically established, 
for example, that the latter are the bloodier (see Gaston Bodart, Militdr-historisches 
Kriegs-lexikon, 1618-1905, Vienna and Leipzig 1908, p. 850). 
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declare themselves allies of every state which will imitate the 
example set by France, and provoke such imitation in every pos- 
sible way; they flatter themselves by the use of such means to 
achieve in a short time what has been, ever since 1792, one of the 
first and most important aims of the war.” Change the date, 
- substitute ‘““National Socialism” for “republicanism” and “Ger- 
many” for “France,” and the quotation could be from a report of 
M. Coulondre’s to Paris in 1939, if not from a report of Sir 
Neville Henderson’s to London. 

Napoleon introduced the military strategy of rushing for the 
- capital in order to paralyze the invaded country. But by dis- 
tributing the thrones of Europe among the members of his fam- 
f ily, which was large, by a marriage of convenience in the best 
tradition of European power politics, and by creating a new 
- aristocracy, he showed his anxiety to live up to the social code 
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among monarchs. For all his clever exploitation of the patriotic 
resources of the French Revolution, he was not a revolutionary. 
j As a self-made man in politics he brought propaganda, the un- 

gentlemanly method of warfare, to a new height by controlling 
the European press for his purposes, but his only revolutionary 


scheme he executed outside of Europe. French agents “in the 
disguise of merchants, pilots, sailors, cooks or passengers protected 
! by American citizenship papers” tried to destroy Spanish control 
in America and to thwart the British influence.*” 

Probably even more important than the restrictions of war- 
fare brought about by the balance of power were those residing 
in the structure of European society.?* Up to the French Revolu- 


26 Quoted by Auyust Fournier, Napoleon the First (New York 1903) p. 125. 
27 John Rydjord, “Napoleon and the Independence of New Spain” in New Spain 
and the Anglo-American West, Historical Contributions presented to Herbert Eugene 
| Bolton (Los Angeles 1932) vol. 1, p. 296. See also John Rydjord, Foreign Interest in 
the Independence of New Spain (Durham 1935). 

28 See my article, “Militarism in the Eighteenth Century” in Social Research, vol. 
3 (August 1936) pp. 304-36; and Walter L. Dorn, Competition for Empire, 1740-1763 
(New York 1940), especially ch. 3. For good illustrations of restrictions in eighteenth 
century warfare see John W. Wright, “Sieges and Customs of War at the Opening 
of the Eighteenth Century” in American Historical Review (July 1934). 
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tion the armed forces of the nations were kept apart from civil 
society. For economic and political reasons it was impossible to 
mobilize mass armies and to tap the emotional resources of mass 
patriotism. An astute contemporary observer informs us that at 
the time of Frederick the Great patriotism was an odd term, “an 
obsolete word out of the Latin dictionary, derived from patria.”*® 

Nor was there anything like the perfection of organizational 
efficiency which under conditions of modern preparedness per- 
vades the whole of society and leaves no trace of freedom, not 
even to children the freedom of play. This lack of efficiency in 
social organization imparts a touch of comparative harmlessness 
to all those forms of autocracy and suppression in the European 
past which the liberals of the nineteenth century were so eager to 
denounce. 

Because of this factor one should be cautious in seeing the 
present totalitarian regimes as a return to “mediaeval barbarism”; 
least of all can they be compared to conditions preceding the 
French Revolution. For example, there is censorship in modern 
dictatorships, and there was censorship in eighteenth century 
France. But then the power to censor was invested in several con- 
flicting agencies; the numerous clandestine publications were not 
seldom protected secretly by the police, who carried on “a thriv- 
ing trade in large quantities of forbidden pamphlets,’*° and au- 
thors regarded a few months in jail as a definite contribution 
to their publicity. 

Similai'y, the techniques of killing were so inefficient that up 
to the middle of the nineteenth century a soldier in times of war 
ran a far greater risk of dying in an epidemic than of being killed 
on the battlefield. In the nineteenth century, of course, technolog- 
ical advance was breathtaking. For the first time, man managed 
to reduce the number of deaths in war from disease to such an 
extent that it was exceeded by heroic casualties. But the military 


29 Behrenhorst, Betrachtungen iiber die Kriegskunst (Leipzig 1798) vol. 2, p. 137. 
80 Albert Bachman, Censorship in France from 1715 to 1750, publications of the 
Institute of French Studies, Columbia University (New York 1934) p. 90. 
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elites were hardly responsible for the advance in more efficient 
destruction. The history of almost every important innovation in 
the field of destructive war techniques shows that these elites func- 
tioned on the whole as a force of retardation rather than of prog- 
ress. They were primarily interested in keeping their high social 
status and in cultivating their traditions. Militarism was a class 
affair, and an anticapitalistic one at that, since it had its roots in 
the ancien régime. After the beginning of the nineteenth century 
this type of militarism had to resist and to assimilate the social 
forces which were tending to transform it into a more democratic 
institution. . 

Only recently, however, and by revolutionary measures, has 
class militarism been abolished. It fell with the class society of 
the free and sovereign states in which violence and treachery in 
war were restricted by technological checks, organizational im- 
perfections, a cultural homogeneity of the ruling groups and a 
stake in the balance of power. 


The Social Background of Treachery 
in Modern Absolute War 


Class militarism meant restricted war and thus it upheld the dis- 
tinction between civil and foreign conflicts. Modern militarism 
tends to wage every war as an absolute war, but with a scientific 
precision which was never possible of achievement in former ab- 
solute wars. 

Hitler despises professional military strategy and prefers what 
one of his former friends has called “extended strategy.”*! “Gen- 
erals,” Hitler is reported to have said, “are sterile.” And again, 
“What is the object of war? . . . To make the enemy capitulate. 
If he does, I have the prospect of wiping him out. Why should I 
demoralize him by military means if I can do so better and more 
cheaply in other ways? . . . The confusion will be beyond be- 
lief. But I shall long have had relations with the men who will 


81 Hermann Rauschning, The Revolution of Nihilism (New York 1939). See also 
Eric Voegelin, “Extended Strategy” in Journal of Politics, vol. 2 (1940) pp. 189-200. 
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form a new government. ... Our strategy ... is to destroy 
the enemy from within, to conquer him through himself.’’*? ac 
“Extended strategy” is a fancy name for the techniques of civil pl 
wars and coups d’état. It vitiates the distinction between foreign de 
wars and civil wars and, by discarding any restrictions of war- 
fare, it constitutes a denial of peace as a meaningful state of polit- Ws 
ical affairs. It destroys the sovereignty of the state by utilizing the ta 
insidious obedience of its citizens to the dictates of an interna- he 
tional party. This party consummates the subterranean heritage th 
of the past era in the daylight of ours. A halo is officially conferred neé 
upon treachery, and traitors are called heroes. th 
One of the reasons for the success of “extended strategy” in be 
modern absolute war lies in the fact that with the rise of totali- 33 
tarian regimes in Europe the cultural homogeneity of the ruling the 
classes was disrupted—a process which was aggravated for years by Pa 


the fact that this disruption was not noticed by the responsible 
statesmen and that its consequences were denied and belittled 
by those members of the fifth column who happened to be busi- 
nessmen. While the regimes fighting for hegemony were annulling 
the distinction between peace and war, the sovereign states clung 
to their traditions. For the old Aristotelian and Christian doc- 
trine that war is waged to attain peace, the new men have sub- 
stituted a philosophy of life which regards war as a means of ex- 
tending war, and “peace” as a most convenient slogan for hiding 
its progress. 

The new men who are making their bid for power over Europe 
and possibly the world are not really parvenus like Napoleon. 
Parvenus attempt, more or less successfully, to deny their past by 
assimilating themselves to the customs of their new friends. The 
aspirations of the new men are to destroy both their enemies and 
those who, by no irony of fate, hoped to become their friends. 
The new men are socially uprooted usurpers. They come from 
the no-man’s land that lies between the classes, a social region 
where one learns nothing but hate. 


82 Hermann Rauschning, The Voice of Destruction (New York 1940) pp. 6-8. 
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If they succeed, status in European society will be conferred 
according to birth and exploits in treachery. There will be no 
plutocrats, no middle classes, no proletarians; there will be only 
destroyers and destroyed. 

Not even a militaristic class will be left. Hitler’s militarism 
wages war against the past of Europe, including the class mili- 
tarism of imperial Germany. National Socialism has changed the 
hostility of German officers toward technology® and has corrupted 
their ideals of honor, which were an outgrowth of social exclusive- 
ness. ‘The new militaristic elite is composed of men who will be 
the anonymous victims in the next stage of the absolute war. The 
best of them will die with a curse on their lips. 


33 For the reluctant attitude of the imperial military elite toward technology, and 
the change brought about under Hitler, see the books by Karl Justrow. This author 
says, “Only [!] the chivalry of the individual fighter has suffered from the increas- 
ing importance of technology” (Der technische Krieg, Berlin 1939, vol. 2, p. 10). 











PEACE ECONOMICS’ 


BY JAKOB MARSCHAK 


Shall We Think of Peace? 


As LONG as friends of democracy, throughout the world, are not 
all killed or confined to Hitler’s concentration camps, there is 
one thing they cannot afford. They cannot afford to believe in his 
ultimate and lasting victory. There is no reason whatever to accept 
as scientific truth Hitler’s claim of having determined, or being 
about to determine, mankind’s destiny for the next thousand 
years. But if we begin to believe it, it may become true. Because it 
is our resistance that prevents it from becoming true. 

Therefore it is important to make our minds clear as to what 
alternative we have to oppose to Hitler’s utopia, while it is still a 
utopia. To give up as “unrealistic” any attempt at clarifying and 
mobilizing our own ideas and ideals, is to give up all struggle. It 
is sheer panic. The story of the German democratic leaders before, 
and of western appeasers since, 1933 has shown what happens 
when fear parades as realism. 

Perhaps one of the worst curses we have inherited from the 
optimistic nineteenth century is the mystic belief in “trends,” the 
pseudo-science of the inevitable. It is logically worthless. It was, 
in good times, medically useful as a tonic. It is a poison now. 

Those whose job it still is to think about history, or politics, or 
economics, should make a little effort, and formulate and defend 
their aims, as Hitler formulated his, in the days when he was an 
obscure and “unrealistic” rebel. We know that the economic 
regime of the democratic countries has not solved successfully 
the problem of unemployment; that the democracies’ moral and 
religious beliefs have been losing vigor; that their diplomatic and 
military skill has so far proved weaker than Hitler’s. Yet we don’t 
want Hitler and his methods. What do we want then? Nobody 


1This article has been prepared in connection with a research project of the 
Graduate Faculty. 
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desires a status quo. But we want our liberties preserved. Is free- 
dom incompatible with economic welfare and efficiency? With 
the sense of moral duty? With a political organization of the world 
other than a conglomerate of jealous sovereignties, shortsighted 
and weak in the presence of any bully? 

Take the economic problem. Is it true that nothing short of 
complete regimentation can solve it? Many assert this, but nobody 
has proved it—unless, of course, a census is called regimentation, 
and the unbalanced budget a restriction of freedom. How much 
of the unemployment which has confronted democracies has been 
due to their leaders having been democratic, and how much to 
their having been shortsighted, ill-informed, superstitious, lacking 
in initiative or imagination, hesitant, weak, lazy? Is democracy 
necessarily indolence? I don’t think this has been proved. Much 
has been learned from the experience of the last two decades, and 
I believe it can be shown that most mistakes of economic policy 
of that period could have been prevented without sacrificing an 
ounce of democratic substance. Moreover, a very considerable 
amount of clear and courageous economic thinking has been done 
in these years, and has produced results of which the practical men 
of democracy might very well avail themselves, although these 
results are as yet far from being understood outside the specialists’ 
circles. 

This is true of national as well as international economic polli- 
cies. The difference is only this: if it is possible to visualize a 
democratic country which has reasonably solved its internal eco- 
nomic problem, it is one degree more utopian to assume that the 
whole world might consist of such countries. The present ideo- 
logical war may end with some agreement or modus vivendi 
between the contestants. It is an old practical requirement that a 
political program-maximum should be flanked by a program- 
minimum, at least a provisional one, as a program of armistice if 
not of peace. This means, in particular, that when we outline the 
techniques of international cooperation we need not confine our- 
selves to the one assumption that all partners have the same type 
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of economic organization. If this assumption is made, certain ov 
simple consequences and recommendations follow. If it is dropped, m: 
certain other techniques become necessary. Both alternatives must su 
be considered, since there is no way of knowing which will be tu 
chosen by history. If nobody takes the trouble to consider either, tic 
history may choose a third, the totalitarian solution: domination fa’ 
of world economics by an armed oligarchy. in 
To be sure, a cooperation of economic communities within “a re 
world divided against itself, half free and half slave” can hardly fu 
be more than an armistice. But there are short and long armistices. th 

For example, compromises were tried for decades, and temporarily 
brought to success, before the generation of Lincoln realized their sO 
futility. Is our generation sufficiently strong to disdain compro- in 
mises? Sufficiently farsighted to aim straight for final goals? Pc 
Besides the economics of durable peace and the economics of we 
armistice there is the economics of war, the most urgent and qu 
realistic of the three. So urgent that a quarterly journal like this nc 
is probably too slow a vehicle to carry discussions on war econom- an 
ics. Problems like that of cooperation within the western hemi- N 
sphere, in defense of this country’s economy against German or co 
Japanese expansion, are problems in war economics, very much gC 
like the attempts of Britain in the Balkans immediately after he 
Munich. We know now that those were very urgent attempts en 
indeed. we 
The subject of the present article is less “realistic” and urgent at 
in the sense of dealing with an immediate future. Yet it is urgent nc 
in the sense that clarity of purpose is necessary for an intelligent al 
fight. Peace aims are war aims. of 
ac 
Shall We Think of Economics? - 
No one—or hardly anyone—would contend that economic un- ist 
rest is the main or only cause of the catastrophe mankind is now en 
going through. Yet few men doubt that it is one of the causes. M 

I inquired recently among my German colleagues (in exile, but 
capable, I think, of unbiased recollection). They all confirmed my th 
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own impressions of 1926-28: in those years of prosperity few Ger- 
mans really worried about Versailles. The curve of the electoral 
successes of the National Socialists closely coincided with the fluc- 
tuations of unemployment. Of the items of Versailles, the repara- 
tions clause was the only one which prevailed in the public mind 
far above all others: not disarmament, not the paragraphs concern- 
ing “honor,” not even the change of frontiers, apart only from the 
regions on the country’s periphery economically hurt by the pain- 
ful dislocations of markets and the necessity of adjustment which 
the new frontiers involved in a protectionist Europe. 

No peace will be a lasting one with the economic problem un- 
solved. The Nazis probably know this. It is doubtful that they 
intend to rely, in dealing with the conquered peoples, on Secret 
Police alone. They will try to keep their slaves at least moderately 
well fed—Hitler himself has expressed his conviction that the con- 
quered nations will be glad to have exchanged freedom for eco- 
nomic security. It is true that the wellbeing of the dominant race, 
and not a general and just welfare, is the supreme goal of the 
National Socialist economic policy. Economic geography will be 
corrected, industries redistributed, populations resettled, flows of 
goods redirected, to serve that goal. But Nazi economists seem to 
hope that their organization of world economics will be efficient 
enough to support a rich and armed Germany while keeping the 
workers and farmers of the conquered world in full employment 
at living standards sufficient to soothe the spirit of revolt. This is 
not in contradiction with the policy of removing the natives from 
all positions of privilege and leadership, including perhaps the jobs 
of industrial and commercial managers. We know too little of the 
actual situation in Czechoslovakia, the oldest of these colonies, but 
we know enough to reject the supposition that the German admin- 
istration will necessarily (unless it loses its head and gives vent to 
emotions, as in the case of the Jews) emulate the uneconomical 
Mr. Simon Legree, Uncle Tom’s last master. 

It is probable that the Nazis are now giving more attention to 
the economic organization of their world than the victorious 
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democracies did in 1918 with regard to theirs. We all remember 
Mr. Keynes’ bitter complaints of the “economic consequences of 
the peace.” Again, we need not believe that shortsightedness is a 
necessary attribute of democracy. The mistakes need not be 
repeated. 


“World Planning” 


Theoretically, the centralized planning of this planet’s economy, a 
German method, might be applied to other than German aims. 
Theoretically, one could imagine the resources of the world organ- 
ized by very good and wise and democratically elected men, not 
for the exploitation of the many by the few, but for the benefit of 
all. In fairy tales there are bad giants, but also good ones; and the 
good giant’s dream might be as colossal as the Nazi nightmare, yet 
just and pleasant. It is to be doubted, however, that the solution 
of the economic problem actually requires world planning. It is to 
be doubted, in other words, that it requires an immediate and 
complete abolition of national states and free markets. 

It is not necessary, as far as the outlines of economic solutions are 
concerned, to make any assumption as to the world’s future politi- 
cal constitution, beyond the assumption that certain economic 
agreements will be made and kept, and certain technical institu- 
tions set to work. In this the problem of peace economics is inde- 
pendent from, and easier than, the problem of peace politics. But 
its solution would make the political problem less important: for 
example, the notorious “unequal distribution of raw materials” 
among the various political units becomes almost irrelevant if im- 
pediments to the export of finished goods disappear. 

Nor is it necessary, for the achievement of a decent international 
economic order, to subject consumers to a supremely wise and well 
meaning planning authority. Recently socialist economists,? for 
the first time applying to their problem tools of modern economic 
theory, found that a free market for consumer goods, and even for 


2 A. P. Lerner, O. Lange and others; see also Eduard Heimann, “Literature on the 
Theory of a Socialist Economy” in Social Research, vol. 6 (February 1939) pp. 
88-113. 
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labor, is probably the safest guarantee for the best allocation of 
national resources to various productions (and to leisure), pro- 
vided that the amount and use of national savings are determined 
by central bodies and that industries which naturally incline to a 
monopolistic or semi-monopolistic organization are entrusted to 
public managers, not pledged to the principle of maximum profits, 
and expanding production to the point where marginal costs reach 
price. The Russian system before 1929 (profitmaking publicly 
owned “‘trusts’”); its successors, the centralistic “five-year plans”; 
the German compulsory cartels, artificially preserving the plants 
of their members rather than working the best ones at full capac- 
ity—certainly none of these methods represents the “last word.” 
One should try, therefore, not to be too fascinated by the totali- 
tarians’ slogan of ‘‘planning.” Their 80-ton tanks are formidable— 
when used against democratic pea-shooters. But democracies need 
not use pea-shooters. 

It is impossible here to discuss world federation as compared 
with world monarchy, or free markets as compared with planned 
markets. Fortunately no such discussion is necessary for the prob- 


lem in hand. 
Three Postulates* 


The satisfaction of people’s desires in the best possible way—this 
and nothing else is “the economic problem”—requires three con- 
ditions, three ways of raising the standard of living. 


3 What follows is of course in no sense new to anyone who has pursued the 
discussions of the last ten or twenty years. It is, I think, the common opinion of a 
very large body of today’s economists. The ideas may be said to have originated 
mainly, although by no means exclusively, in the Cambridge of Keynes and 
Robertson, and in Sweden; younger German economists of the early thirties—in 
Kiel and Frankfurt, some even in the Reich ministry of economics and in the trade 
unions—also knew something of the subject. Names of important pioneers are 
enumerated in J. E. Meade, Introduction to Economic Analysis and Policy (American 
ed., in collaboration with Charles Hitch, and with a foreword by Alvin Hansen, 
New York 1938). Meade himself achieved great clarity in classifying economic policies 
according to these three postulates, and in applying with courage and perspicacity 
the results of economic theory. See his more recent and more popular Economic 
Basis of a Durable Peace (London 1940). I am also greatly indebted to Mr. Albert 
Halasi for long and profitable discussions of this subject. 
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First, there should be no idle resources. These are resources 
(men, machines or land) which are intermittently in and out of 
use, as a result not of natural causes (seasons, time required in 
shifting from one job to another and the like) but of lack of fore- 
sight. The first postulate is therefore equivalent to a requirement 
that booms and depressions be mitigated. 

Second, resources should be allocated to various industries in 
such a way as to achieve the most complete possible satisfaction of 
the consumers’ desires. Economists know that monopolies (or, in 
more general terms, the various forms of imperfect competition) 
and restrictions of international trade and migration impede the 
optimal allocation of resources; this means lower income rates for 
the urban and rural populations or (if workers resist) unemploy- 
ment. It follows that the loosening of such restrictions would be a 
way toward optimal allocation, although it does not follow that 
this is the only way. On the other hand, it has seldom been denied 
that some “desires” of the democratic state itself—the political 
representation of consumers—may usefully appear in the market 
along with the desires of the individual consumers, and that the 
state’s “desires” for hygiene, defense, education and the like may 
be usefully served outside the market precincts. 

Third, resources should be developed wherever possible, and in 
the best possible proportions. The mineral deposits, forests and 
farming soil of the so-called backward countries can be brought 
into use, their populations rid of epidemics. This does not exhaust 
even the purely economic side of the colonial problem, inasmuch 
as the “desires” of native consumers (as under the second postulate, 
above) may be different from the desires of the colonizers. But it is 
sufficient for present purposes to state this postulate in its general 
form. It also includes, of course, the necessity to keep up the old 
countries’ equipment, to repair war damages. 

The three postulates—full use of resources, proper use of re- 
sources, development and upkeep of new resources—are obvious. 
But although all three are equally obvious the first has been over- 
looked, until comparatively lately, in the discussion of an inter- 
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national economic order, and, I am afraid, in the handling of 
international economic affairs. Practical-men have not become 
“trade-cycle minded” until very recently, and theorists have often 
disliked looking upon unemployment as anything more than an 
unpleasant exception to logically beautiful rules. On the other 
hand, the second and third postulates have found adequate atten- 
tion, at least on the part of thinking men, and nearly as often on 
the part of acting men. “Down with Tariff Walls” has been a favor- 
ite Jericho trumpet with speakers at women’s luncheon clubs as 
well as with foreign secretaries all over the world, ever since 1919. 
Tariff walls, however, have grown thicker and taller. International 
cartels have proved, on the balance, only a variety of restrictionism. 
Quotas and exchange restrictions—those still more formidable 
weapons for deflecting the world’s resources from their best pos- 
sible uses—have been applied. The Jericho trumpet has proved a 
decidedly weak instrument. But it has continued to be sounded, to 
the exclusion of any other.* Thoughtful people have begun to ask 
whether, after all, there may be factors strengthening the walls 
other than mere wickedness of vested interests. One finds, on closer 
inspection, that protectionist measures were used (apart from mili- 
tary considerations, which began to get the upper hand much later) 
to fight the slump and its consequences. Here the ‘“‘first postulate,” 
the necessity to remove depression, comes in: idle resources must 
be put to work. In so far as idle resources are due to the workers’ 
resistance to accepting low wage rates, and in so far as low wages 
are due to a low national output, brought about by monopolistic 
or protectionist barriers to trade, free trade would indeed help to 
put idle resources to work. But certainly monopoly and protection- 
ism are not the only causes of slumps. 

The problem of depression has similarly been overshadowed, at 
times, by enthusiasm about the earth’s untapped natural resources. 
At the outbreak of the war British “peace research,” inspired by 


*Even as late as the spring of 1940. No other suggestions were contained, for 
example, in the memorandum on foreign economic policy handed on March 9 by 
Sumner Welles, Under-Secretary of State, to Paul Reynaud, then French Minister 
of Finance (text published in New York Times, May 4, 1940). 
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prominent biologists, concentrated mainly on this one phase of 
mankind’s economic worries. Whether led by democrats or by 
totalitarians, European technicians of all kinds will certainly have 
work aplenty, not only extending economic equipment in exotic 
lands, but also repairing it nearer home, wherever it has been dam- 
aged by war. The financing of both repair and expansion will keep 
economists busy, will probably furnish for some time the more 
interesting questions of the economics of armistice. It seems to me, 
however, that the main importance of this repair and expansion 
will lie not so much in the future productivity of the new equip- 
ment as in the fact that repair and expansion are obvious and con- 
venient outlets for current investment, and hence an instrument 
for fighting depression. In the years 1914-18 northern France, Bel- 
gium and Poland were devastated in a long war of trenches, a more 
destructive war (some people contend) than the blitzkrieg. In the 
two decades which followed, these areas had to be physically recon- 
structed. In addition, industrial and agricultural stocks elsewhere 
had to be replenished. Housing facilities and transport equipment, 
unrepaired or overworked during the war, had to be overhauled 
everywhere. Nobody thinks now (although many thought so dur- 
ing and after the conclusion of the World War) that these were the 
really difficult economic problems of 1919-39. This reequipment 
of mankind started at once and progressed smoothly. In the process 
we achieved more than mere reconstruction, for we added high- 
ways and automobiles, and enlarged the cultivated areas in the 
tropical and sub-arctic regions. Not the expansion of equipment, 
but its full and proper utilization was the real problem. And here 
again the “first postulate” comes in: idle resources must be put 
to work. 

In insisting on this particular focus of the economist’s attention 
I intend not to underestimate the other two aspects of the problem, 
but only to stress that aspect which the non-specialist is likely to 
overlook, the one that has been less often emphasized than the 
tariff question and is less spectacular than the task of physical 
reconstruction and expansion. Of course, it cannot be taken for 
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granted that the financing of reconstruction will again follow the 
ways of 1918-28; it was then based on Americans’ confidence in 
Europe’s future, until that confidence was first overshadowed by 
their still more vigorous confidence in a domestic prosperity, and 
later destroyed in the general depression. It may well be that after 
the present war this country’s savings will from the outset be hesi- 
tant about leaving, attracted as they will be by this nation’s own 
armament needs, and perhaps reluctant to repeat certain unpleas- 
ant experiences of lending abroad. That may mean that under- 
equipment, and not underemployment, will be Europe’s problem 
after all; but more likely there will be both. 

Also, I do not wish to deny the danger of foreign trade restric- 
tions; I contend only that, without depression, they would not 
assume such formidable dimensions. After the collapse of 1929, 
and because of it, superprotectionism advanced by leaps and 
bounds. Why? Simply because it was the only policy which pro- 
vincialist governments could implement, and which a provincialist 
public opinion would support: the policy of sauve qui peut. 


“Sauve Qui Peut” and “Collective Security” 


Depression—unemployment, low profits, low prices for the prod- 
ucts of farms overwhelmed with debts—has produced more un- 
rest, and has been responsible for more dangers to the peace of the 
world, than any difficulties in reconstructing equipment damaged 
by war or any delay in the development of new resources. Through 
the policy of sauve qui peut it has been attempted, in one country 
after another, to fight unemployment by protectionist measures— 
measures calculated to help one country at the expense of others. 

In the political sphere recent events have shown the foolishness 
of sauve qui peut. If the governments of the Low Countries, the 
Scandinavian countries, England, had foreseen these events they 
would have chosen collective security. Not out of any international- 
ist ideology but for considerations of coldest sacro egoismo, of 
hardest boiled Realpolitik, they ought to have done so. Again, 
shortsightedness has nothing to do with democracy. The autocrats 
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of Russia, Prussia, Austria and the petty German states, bickering 
and intriguing in the face of Napoleon, showed no better judgment 
than the modern democracies of northern Europe; nor do, at pres- 
ent, the several Balkan dictatorships. 

In the economic sphere the governments tried to keep men and 
machines on their jobs by taking jobs away from foreigners, that 
is, by curtailing imports and stimulating exports. ‘This was the eco- 
nomic sauve qui peut in the face of depression. It was done by 
outright restrictions of imports, but also by other measures which 
make foreign products expensive at home and home products cheap 
abroad—by ‘“‘favorably” influencing the relative levels of prices. 
The difference between domestic and foreign price levels can be 
influenced either by altering the exchange rate between domestic 
and foreign currencies (devaluation) or by keeping the exchange 
rate constant but depressing the domestic cost of production in 
terms of domestic currency, mainly by cutting money wage rates 
(deflation). These wage cuts may be ordered by governments (for 
their own employees), or they may be agreed to by unions under 
the threat of unemployment. In either case they have been politi- 
cally pernicious, for it was difficult to explain to the workers that, 
with low wage rates and low prices, they would be as well off as 
before, and difficult to convince the businessmen that the fall of 
prices, once started, would not continue. Thus even a country’s 
own people did not behave as they should. With other methods— 
import restriction and currency devaluation—it was the foreigner 
who misbehaved; his government answered every measure by a 
countermeasure, a retaliation. A race of restrictions and devalua- 
tions, the notorious “beggar my neighbor” policy. Since everyone 
is a foreigner to someone else, this meant a general restriction of 
employment instead of its extension. 

There is another way, however, of stopping the spread of unem- 
ployment: by maintaining the buying power of the poor (the non- 
hoarding part of the population). Public works, usually implying 
a deliberate budgetary deficit, is one of the ways of achieving this; 
unemployment relief is another; policies of cheap credit a third; 
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deliberate cyclical changes of the tax burden and of its distribution 
a fourth; credits to employers (wage subsidies) to keep their works 
going a fifth. In substance they all amount to the same thing. They 
were all used, or intended to be used, if not for economic, then for 
social reasons. But this meant maintaining a higher price level in 
comparison with countries which had not yet applied the same 
policy, or no longer applied it, and, especially, in comparison 
with countries which depressed the relative level of their prices 
in order to stimulate their exports and decrease their imports, 
and thus push away the foreigner. Thus a country which fights 
unemployment by maintaining its people’s demand for goods 
is at a disadvantage, in the international markets, compared with a 
country which, to employ its people, penalizes the foreigner. Meth- 
ods which tend to keep up the world’s aggregate demand for com- 
modities succumb, in international competition, to methods which 
curtail the world’s demand. And, because of unavoidable retalia- 
tions, even the country which applies the more “‘egoistic’” type of 
method does not keep its advantage for any appreciable time. 
Unless, of course, a politically strong country forces its wares on 
the weaker ones: not an appropriate policy for a lasting peace. 

The difficulty would not arise if, in times of depression and un- 
used resources, policies of expansion were not applied in isolation, 
with one country lagging behind another, the “‘conservative’’ lead- 
ers of one country penalizing the country whose leaders have more 
imagination. A concerted deflationary policy in times of boom 
(that is, when the expansion of activities is not justified by any rea- 
sonable estimate of a prospective growth of consumption)—this 
would sound very schematic but for the evidence provided by the 
experience of some twenty countries in the last twenty years, and 
for the detailed analytical elaboration produced by economists 
whose names are known and whose writings are accessible. 

One particular type, although not the only one, of pari passu 
policy against booms and depressions is “international public 
works’’— a joint development of the so-called backward countries, 
or a joint repairing of war damage inflicted on (and by) the ad- 
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vanced countries. I am not concerned here with the sentimental or 
educational, peace-promoting values of such projects. This value 
may be very great, although I am not inclined to share the enthusi- 
asm of those who are overjoyed by the mere existence of Inter- 
national Youth Hostels, the International Postal Union or even 
international cartels. ‘The economically relevant point about inter- 
national public works is simply their ability to stimulate exports of 
various countries simultaneously, without limping or racing, and 
therefore without dangerous discrepancies between national price 
levels. The same effect could be produced, of course, by an agree- 
ment to have a simultaneous policy of domestic public works, their 
expansion or curtailment. No perfect synchronization is necessary 
(even a modest “consultation of general staffs’ is better than 


Leopold 11). 


Exchange Rates 


The policies and causations just described, the alternatives of sauve 
qui peut and collective security in the world’s fight against unem- 
ployment, have their monetary aspect. This is often described with 
the help of the somewhat vague term of “external disequilibrium” 
or ‘disturbed balance of payments.” The elimination of the ups 
and downs of business activity is labeled ‘maintenance of internal 
equilibrium,” and it is stated that efforts in this direction—domes- 
tic public works, for example—may endanger external equilib- 
rium. To find measures that will safeguard both equilibria simul- 
taneously is the real problem of economic policy in a world where 
idle resources are possible. 

This terminology adds little to what has been said. In its most 
sensible usage the term “disturbed balance of payments” means a 
situation in which the prices in one country, in relation to prices in 
the others, are too high to make its sales sufficient to pay for its pur- 
chases. Unless that country is able to borrow indefinitely, either its 
prices will have to fall or its currency will be devalued. In the first 
decade after the World War the choice between these alternatives 
was often made on grounds which, apart from considerations of 
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vested interest, were sentimental rather than rational, and with 
deplorable results (England, Norway, Denmark, Italy). In the thir- 
ties the delay in the devaluation of the French franc and the Dutch 
guilder—the franc and guilder lagged obstinately behind the 
pound sterling and the dollar, which had run away for reasons of 
their own—was equally irrational and lamentable. It is almost 
generally agreed that the strenuous efforts at deflation to avoid 
devaluation were futile. 

There is no axiomatic reason why prices should be flexible and 
exchange rates stable, and not the other way around. Yet, men 
being what they are, there are no doubt good empirical reasons 
why strong mark-ups, or mark-downs, of the exchange rates should 
not become a daily occurrence, should not be (as they were through 
long periods during the years between the wars) the object of specu- 
lation. If a change in the value of a currency, in terms of other cur- 
rencies, is regarded by the public as a warning of a still further 
change, then speculation, in the form of “flights of short-term capi- 
tal” from one currency into another, and conducted both by pro- 
fessionals and by frightened money-holders, makes impossible any 
durable price relations between internationally exchanged goods. 
Speculation in currency, since it embraces all owners of property 
and is reflected in all commodities, is more dangerous than special- 
ized and professionalized speculation in goods. 

Economists who have formulated the desirability of “internal 
equilibrium combined with external equilibrium” have therefore 
more or less agreed, in recent years, on these principles: when so 
required by fundamental changes in a nation’s production condi- 
tions, or in the foreign demand for its product, the exchange rates 
(say, their upper and lower limits) should at rare intervals be sub- 
jected to revisions, internationally agreed upon; speculation in 
currencies must, however, be offset, best—and cheapest—of all by 
an international equalization fund; in no case should devaluation 
be undertaken as a means of fighting unemployment in a country 
unless that country simultaneously expands its peoples’ demand, 
for example by public works or relief. 
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World Currency and Gold 


This seems to leave unanswered two more monetary questions fre- 
quently discussed at present: the future of gold, and “world cur- 
rency.” Because Europe’s continent has lost its gold to America, 
and its sovereignties, for the time being, to Hitler Germany, the 
two questions are natural. But they exaggerate symbols at the ex- 
pense of substance. 

There is no difference in substance between a single currency 
for a group of states, and a set of currencies connected by rigid 
exchange rates. The gold standard, in particular, by keeping ex- 
change rates within narrow limits, operated practically as a single 
world currency. If exchange rates were not rigid, however, but 
were revised by international agreement from time to time (a pro- 
cedure, which, if the gold standard is preserved, means revision of 
the gold content of the various currencies), then signatories of the 
agreement which suffered from physical disadvantages (caused, for 
example, by technical changes, by the exhaustion of mines or soil 
or the like, or by changes in tastes) would receive permission to 
devalue their currencies. Thus they would adapt themselves to 
unfavorable technical or natural or market changes not by reduc- 
ing their employment figures but by reducing their standard of 
living—unless, of course, they preferred emigration. 

In a single country the policy toward a “depressed area” is 
usually some kind of subsidy, mostly tapering off into frank encour- 
agement of emigration to other areas of the country. Or no subsidy 
is granted, and the production or market disadvantages which have 
afflicted the area find their expression in depressed real incomes, 
making emigration a brutal necessity. This is not applicable in 
international intercourse, or not to the same extent. One should 
remember—although one’s imagination has been blunted by the 
Hitlerian mass transplantations—that voluntary mass migrations 
between nations, even if the former absolute sovereignty were not 
retained, would be more painful than movements within the same 
cultural unit, say between the Dust Bowl and California. For simi- 
lar reasons subsidy aid by one nation (or former nation) to another 
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will remain, for a long time no doubt, a much more difficult politi- 
cal matter than analogous intersectional problems within an old 
political unit like this country. Revision of exchange rates from 
time to time is probably an easier instrument to handle. National 
currencies, subject to international revisions when necessary, yet 
protected from speculative fluctuations, would mean in effect an 
adaptation of real incomes to changing conditions, achieved with- 
out the dangerous instrument of cutting money wages. Such flexi- 
bility of real income rates would be welcome. Of course, it is no 
less a political matter than subsidies would be, but, unlike sub- 
sidies, it does not necessarily involve benefits to one partner at the 
expense of another. 

Single currency may be an easy by-product of a world unification. 
It is not a very urgent goal in itself. 

Similarly, the gold problem, too, must be divested of its symbolic 
attire. Whether the international gold standard—gold as a means 
of settling international, not necessarily also domestic, account bal- 
ances—will be successfully opposed, is a political problem. The 
United States may or may not prove stronger than Germany, and 
South African interests may or may not continue to rely on the 
support of the British fleet. But, apart from these particular inter- 
ests and forces,® the problem has its general economic aspect, the 
aspect of economic cost and convenience to all the participants. By 
abolishing gold as a means of international exchange, mankind 
would release the labor of a few hundred thousand workers, black 
and white; well and good . . . provided they soon found employ- 
ment elsewhere. On the debit side, after having written off useless 
gold stocks plus mining equipment, we should have to charge the 
inconvenience and cost of settling international accounts by ship- 
ping some other stuff, dirtier and bulkier than gold; the Deutsche 
Bergwerkszeitung has already suggested coal. Or, still worse, ac- 
counts would be settled by shipping anything the militarily 
stronger party in the barter wanted to get rid of at a particular 


5 See Fritz Lehmann, “The Gold Problem” in Social Research, vol. 7 (May 1940) 
pp. 125-50. 
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time, anything from aspirin to copies of Roehm’s memoirs. Sud- 
denly turned Proudhonist, the mouthpiece of German heavy in- 
dustry, mentioned a moment ago, declared that the alternative to 
a gold standard would be a standard “‘based on labor values.” Un- 
less they intended, as well they may, to ship slave labor from one 
central bank to another, the “labor value” would be incorporated 
in some commodity—gold, coal, wheat—or in many commodities; 
but the latter alternative, an enlarged edition of defunct bimetal- 
lism, would be particularly inconvenient.® 

To be sure, the extension of American credits in the amount that 
would be necessary to bring gold back to an even distribution 
would be a political act (although a great part of the gold—the 
flight money—would find its way by itself, and although not all 
the billions would really be needed if economical gold-reserve re- 
quirements were worked out). Occasional revisions of the gold 
content of various currencies would also be political acts, no less 
than German barter contracts are. Objectively determined prices, 
such as are formed on free markets where many individuals meet, 
cannot be obtained in a comity of a few nations, or at the desk 
where the bartering Herr Clodius meets delegates of Ruritania or 
Araguay. Yet, there is a difference between a cooperation based on 
general rules and the fiat of the strongest. 


Other Aspects 


For the international handling of booms, depressions and money, 
no comprehensive “world economic conferences” are really 
needed. If three or four economically leading countries make the 
necessary agreements and keep them, if, in addition, they set up 
institutions (such as the International Equalization Fund and, less 


® The Petit Dauphinois, mouthpiece of the Pétain government in Vichy, supplied 
poetic comments to that government’s prosaic and reasonable decision to tie the franc 
to the dollar instead of to the pound: “The true value of the franc will be deter- 
mined by the nation’s working capacity ... it will represent the real economic 
wealth of our country. It will be supported by labor and the velocity of its circula- 
tion, as is the reichsmark” (New York Times, July 14, 1940). Which goes to show, 
once again, that silliness is not a privilege limited to democracies. 
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important, an International Public Works Board or a Bank for 
International Credits), and if they give the other countries the 
right to join, half of the task is done, even if the other countries do 
not join. How differently would the economics of Briining’s Ger- 
many (1930-32) have developed if Germany could have embarked 
on a public works program without fearing for her balance of pay- 
ments! That would have been the case if the United States or Eng- 
land had shown signs of a similar policy. Instead, the European 
balances of payment collapsed because of the withdrawal of Amer- 
ican credits, and England devalued the pound. This induced 
Briining’s deflation, although his decrees to control foreign ex- 
change made it unnecessary. Those decrees prepared the ground 
for the Nazi policy of public works, with the currency protected 
not only by the control of devisen but also by supervision of wages 
and prices. Neither these nor autarchy would have been necessary 
for a successful tackling of the depression if German public works 
had been paralleled, from the outset, by a similar policy in one or 
two other countries. 

It is not contended, I repeat, that if international business cycle 
policy were taken in hand, the other problems—trade restrictions 
(through monopolies or protectionism) and development of re- 
sources—would disappear. But trade restrictions would become 
much less formidable. Tariffs and quotas and currency devaluation 
would not be resorted to as a means of fighting unemployment. 
The problem of international trade would therefore be restored to 
the position it had before 1929, to its classical position. Apart from 
possible retaliations, tariffs (modest things compared with today) 
would find some justification as protectors of infant industries; and 
a further justification, a more selfish one and applicable only to 
countries with a very large and diversified economy (like the 
United States), might also be advanced—the tariff’s ability to 
benefit the protected country by “turning the terms of trade” in 
its favor. Such considerations would, in the worst case, prop up 
some moderate protection, nothing to compare with the brutal 
restrictions born out of the fear of unemployment and responsible 
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for more unemployment and unrest. Even if unnecessary or harm- 
ful economically, moderate tariffs need not be a danger to peace. 
I would not advocate them, but I would not fear them. Monop- 
olies would still be worth attacking or controlling or buying up by 
governments. But in the absence of super-tariffs they are often less 
formidable. 

The development and upkeep of equipment—the “‘third postu- 
late’ —would be largely of a non-self-liquidating type (health, 
sanitation, housing, roads in the backward countries), and suitable, 
therefore, for public works. It would be possible to speed up or 
throttle them according to the requirement of the business cycle 
policy. This presupposes long-range planning of such works. 

These are but outlines, and they need filling in. Especially are 
they incomplete unless structural differences between industrial 
and agricultural, specialized and diversified economies, are studied; 
maintaining the purchasing power of industrial countries solves a 
great part but not all of the agricultural difficulties. Nor has the 
problem of emigration of cheap labor, and the competition of its 
products in the international markets, been touched upon in this 
article. The business cycle and monetary problems here discussed 
are more difficult, however, and much less understood than the 
others, and of the utmost importance. 

But the purpose of this article has been fulfilled if it has re- 
minded its readers, amidst the present reverses and disappoint- 
ments, that the economic thought and practice of recent years have 
developed, however hesitantly and imperfectly, instruments of a 
peaceful economic order. It is still possible to devote some time to 
the task of discovering whether and in what way free men organ- 
ized in democratic communities can, in spite of everything, cooper- 
ate to assure material welfare. 


Kant published “On Eternal Peace” in 1795, and lived another 
ten years, long enough to see Napoleon’s unending wars, but not 
Napoleon’s end. The utopian! 
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INDUSTRIALIZATION OF YOUNG 
COUNTRIES AND THE CHANGE 
IN THE INTERNATIONAL 
DIVISION OF LABOR’ 


BY ERNST PELTZER 
The Problem 


‘The most potent factor in the modern worldwide integration of 
economic relationships was the industrial development of the 
epoch between the industrial revolution in England and the first 
world war. 

This development was at once geographically limited and uni- 
versal. It was limited by the location of industries and of the 
centers of dynamics which carried the entire process along; but 
it became universal by its effects upon the countries outside this 
inner circle. The industrial system opened up room for a unique 
growth of populations in Europe and North America by drawing 
ever-increasing masses of men into an industrial process which pro- 
duces more values than mankind could ever have hoped for. 
Not only was the specter of overpopulation temporarily banished, 
but a continuous improvement in the provision for the growing 
masses of men was attained. At the same time, however, the basis 
of agrarian and raw material production for sustenance and em- 
ployment narrowed down in the industrial countries, not only 
relatively to the growth of the economic system, but even in abso- 
lute terms. Thus industrialization brought about a removal of 
large sectors of agrarian and raw material production into the 


1The present article is an abstract of a memorandum written in the summer of 
1939, under the research program of Professor Wilhelm Roepke, Graduate Institute 
of International Studies, Geneva, on International Economic Disintegration. It is a 
pleasant duty of the author to mention the generous support of the Rockefeller 
Foundation, which made it possible to carry through the investigation. 
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extra-capitalistic zones; production was specialized between the 
manufacturing and raw material countries, and this specializa- 
tion was facilitated by the development of transportation tech- 
niques. In this way was created for the first time in history a world 
economy in the proper sense of the word, an economy in which 
virtually every fraction of the earth’s surface participated. Through 
international trade the old countries were able to obtain food and 
raw materials by exchanging for them the finished products of 
their own industries; new countries were opened up in order to 
fulfil the conditions of growth of the old countries, by exchanging 
capital goods for capital titles; finally, among the old industrial 
countries, specialization developed in the exchange of finished 
goods. 

The process of industrialization continues unabated up to the 
present. Time and again new countries have entered into this 
process, and changed their structure under its impact. The most 
recent period of industrialization, however—the one that has 
obtained since the first world war and particularly since the great 
crisis of the depression—is essentially different from the one that 
preceded it. The new period is distinguished not only by its 
hurried pace and its world scale but also by its special significance 
for the division of labor in the world economy. The former indus- 
trial development had not essentially changed the general scheme 
of the division of labor; the present one appears to shake its very 
foundation. Industrialism used to be an integrating factor in the 
world economy; it has now become a symptom of disintegration. 
Originally a product of laissez faire, it has finally emerged as a 
herald of a new relationship between society and economy. It is 
true that industrial developments were always accompanied by 
governmental interventions, in former times as well as today, but 
such interventions used to be conservative in scope; they did not 
change anything in the fundamental set-up of the division of 
labor, and, most important, the cost differences which they had 
to bridge were leveled down to a great extent in the course of the 
further development. For these reasons the prewar industrial de- 
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velopment and international division of labor can to a certain 
extent be regarded as products of natural forces. ‘The new wave 
of industrialization, however, brings with it an entirely changed 
world economy. The new interventionism is not conservative in 
scope, nor does it offer any hope either that the cost differences 
which it is supposed to bridge will be leveled down, or that the 
interventionist measures can ever be absorbed into the inter- 
national price system without at the same time jeopardizing its 
functioning. 

But does the new industrialism, for this reason, merely indicate 
a deviation from the optimal division of labor? Is this new phe- 
nomenon in line with a natural development, or is it an artificial 
product of interventionism, or has it perhaps been asserted even 
against a current of natural tendencies? How shall we judge this 
industrial development from the point of view of the optimal 
geographic location of industries? How far is the greater disper- 
sion of industrial locations correlated to a change in the natural 
gradient of values and hence to a change in comparative costs on 
a world scale? 

In discussing these questions certain limits have to be set. One 
of the most important sources of cost advantages, and hence one 
of the main motive forces of international trade, is the unequal 
distribution of the population over the surface of the earth. An 
optimal division of labor on a world scale would require that 
the mobile factors of production, especially the labor forces, were 
so distributed among the various industrial locations as to equalize 
the marginal productivity of labor everywhere. The migration of 
Indian coolies to South and East Africa, of Japanese to America, 
would be more valuable, from this point of view, than the develop- 
ment of special industries in India and Japan. In the long run 
such a tendency to equalize the marginal productivity of labor 
will certainly prevail. It has been obstructed by those obstacles 
to migration which arise from the intellectual atmosphere of pro- 
tectionism; the low marginal productivity of labor in some coun- 
tries, and the ensuing structure of industries in those countries, 
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must undoubtedly be traced, at least in an indirect way, to 
protectionism. 

But the laws which govern the movements of the labor factor in 
general are so far away from the movements of commodities and 
even of capital that there would be little sense in considering the 
given structure of the division of labor from the point of view 
of an optimal geographic distribution of the labor force. Hence 
it is expedient to accept all facts concerning population—birth 
and death rates as well as migration and obstacles to migration— 
simply as given conditions which change the pattern of the divi- 
sion of labor. 

It is necessary too to consider in what sense it is possible to 
speak of natural tendencies in the international division of labor, 
and how far it is possible to abstract the protectionist deviation. 
These questions make it necessary to mention a special feature of 
the prewar world economy. In that period the conditions of divi- 
sion of labor and location of industries were historically unique. 
The division of labor was of a dynamic character, and not only 
because of the ever-renewed impulses for change that came from 
the old countries, for it was bound to change even when there was 
no longer any specific tendency to change originating in those 
countries. Industrialism in the world economy had given rise to 
a process of growth which accomplished only its first phase in pro- 
ducing that division of labor between industrial and agrarian 
countries which prevailed until the World War. This process is 
bound to follow the law of its origin, even when the original 
motive forces, the dynamics of the old countries, no longer con- 
tinue to work with their original power. 

One of the major factors which determined the dynamic char- 
acter of that division of labor was that the exchange between 
industrial countries on the one hand, and raw material and 
agrarian countries on the other, comprised only a few cases of 
exchange between countries on an equal footing of economic 
development; this occurred only in the exchange with the agrarian 
countries of western and northern Europe and with the agrarian 
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and raw material production of North America. For the rest, 
exchange took place between countries on different planes of 
development, and in these cases the differences in development 
determined not only the nature of the exchange but also the inter- 
national gradient of values (differences in costs). Those countries 
which owed their first economic development and settlement to 
their contact with occidental capitalism—such as Australia, large 
sections of Africa, South America and New Zealand—could per- 
sist in their primitive division of labor with the old world only 
so long as the capitalistic growth of the old world was accompanied 
by the opening up of virgin lands and new resources in the young 
countries. But as soon as this dynamic equilibrium was disturbed, 
at the latest when all lands in the new countries had been occu- 
pied, the division of labor was bound to change. 

It was not only new, unexplored countries, however, which 
the new technology brought into contact with the old industrial 
centers; it was mainly densely settled countries of the precapital- 
istic economic structure with a highly developed system of crafts- 
manship and manufacture. The European east and southeast, as 
well as India, China and Japan, were specially fitted for certain 
branches of agrarian and raw material production; but western 
Europe found in those countries particularly vast markets for in- 
dustrial finished goods by displacing and destroying their home- 
work and handicraft. In addition, western industry found there 
cheap labor forces, the wage level of which had resulted not only 
from the abundance of supply but also from the limited pro- 
ductivity of labor under precapitalistic conditions. The compara- 
tive cost position was therefore essentially influenced by the fact 
that two different economic systems came into contact, and that 
the superior capitalistic system, by means of international trade, 
carried the process of development into the ‘“‘backward” countries. 
It is inconceivable that this development could have been inter- 
rupted at any point, that the division of labor could have become 
fixed before the new countries on their own part brought the 
development to its logical conclusion. The primitive division of 
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labor, even disregarding the deviations resulting from protec- 
tionism, can be regarded as rational only in a unique transitional 
situation, and only from the point of view of the old industrial 
countries, which selected and developed those factors of the “‘back- 
ward” countries’ economic system which fitted in with the pattern 
of comparative cost advantages. 

If there were a homogeneous world market, analogous to the 
homogeneous national markets today, the question as to natural 
and optimal locations of industries could be put without diffi- 
culty or objections. But can an optimal international division of 
labor be conceived of under this assumption of homogeneity for 
the entire world market? In other words, can we disregard the 
historical lags? Obviously not. The existence of lags is one of the 
conditions under which the rationality of the location of industries 
has to be judged, and diminution of the lags is an essential factor 
in changing the location. The rationalization or detraditionaliza- 
tion of the economic sphere in those countries which have come 
into contact with western industrialism is a very complex phe- 
nomenon. Historically, it is in most cases an assertion of capitalism 
or a spreading of the market economy. This is not necessarily so, 
however, as is proved by the example of Russia. The process is 
largely conditioned by extra-economic political and social factors; 
the sequence in which countries enter into the process, and their 
intensity in pursuing its course, do not obey strictly economic 
laws, although we cannot properly speak of an optimal structure 
without supposing some caculability. The Bolshevist revolution 
has certainly made for worldwide changes of “‘natural’’ locations, 
but it has done this by virtue of its social results as well as by its 
rapid pace of industrialization; and from the economic point of 
view it is mere chance that the revolution was successful and that 
it was successful just in Russia. 

Similarly there is no doubt that the locations of industries are 
determined and shifted by the new habits of east Eurcpean 
workers, Indian and Chinese coolies and South African Negroes— 
by their new habits of living, resulting in a growing demand for 
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industrial goods, and by their willingness to submit to a stronger 
working discipline. From this development there is a continuous 
path to that atmosphere of industrial religion in which it is no 
longer possible to conceive of life without building up an industry, 
cost what it may. Only as one knows the mentality in the so-called 
“backward” countries can one recognize to what an extent indus- 
trialization is the school of economics, and appreciate the fact 
that agrarian sectors alone cannot be modernized. This emphasis 
on the significance of industrialization for the reeducation of the 
people, a significance that goes far beyond the mere protectionist 
deviation, is not meant to justify any industrial protectionism 
of whatever kind in the young countries; an analysis of the process 
shows that there are also more or less rational forms of protec- 
tionism. Nor is it decisive that the teachings of Hamilton and 
List appear here in a new light. What matters is rather that we 
cannot abstract industrial protectionism, as if it were an isolated 
component factor in the development, without thereby abstracting 
the process of reeducation which is a determining factor in the 
change of industrial locations. 

The wave of industrialization since the war is distinguished 
from former periods of industrialization by, among other things, 
the changed relationship between the state and the economic 
system. The industrial system of the old countries had arisen from 
private entrepreneurial initiative; to be sure, industrialism had 
not renounced support from the government in the form of tariff 
duties, but it had grown in an atmosphere in which it was re- 
garded as natural to leave everything else to private initiative. 
The new industrial development is distinguished not only by the 
height of the tariff walls but even more by the intensity of inter- 
ventionism an] its effects. Far beyond the borders of the totali- 
tarian states the old liberal separation of powers between the state 
and the economic system is questioned. The economic state inter- 
venes in the process of industrialization wherever new industries 
are forming, by special acts designed to promote them. This state, 
by transportation and communication activities, creates the pre- 
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conditions for opening up a country; this state facilitates capital 
disposal, undertakes capital risks, influences the selection of indus- 
tries to be built up, promotes the training of technicians, decides 
on the methods of production in general; it encourages and forces 
the formation of special organizations of trades for the purpose of 
industrialization. Thereby the state takes over a large part of the 
functions which in former periods the entrepreneur had to per- 
form when carrying through new combinations. The essential 
entrepreneurial functions, which were formerly fulfilled by the 
owner-manager, have been depersonalized in the big businesses 
and have finally been handed over to the state. This contributes 
to the reduction of a disadvantage which formerly characterized 
the position of the “backward” countries and which was a deter- 
mining factor in the primitive international division of labor. 

It is hardly possible, however, to determine the limits between 
state entrepreneurial activity and protectionism proper, or to 
determine whether governmental activity paves the way for a viable 
new creation or stimulates only special industries in an artificial 
climate at the cost of other branches of production. To ascertain 
this is the less possible since the state can evade the test of free 
competition which otherwise decides the success or failure of an 
economic performance. There has not been time enough yet to 
judge the relative value of state intervention in this sphere. 


Factors in the Shift of Industrial Locations 


It has been shown that the prewar division of labor between 
industrial and agrarian countries was correlated to a special stage 
of the dynamic process. The future development in the new 
countries, and the industrialization implied in this development, 
will be determined by two great groups of factors: first, the dynamic 
forces which have been awakened in the new countries by their 
contact with occidental capitalism; and second, those impulses 
which continue to arise from the old industrial countries them- 
selves. What, then, are the essential factors for change in the 
industrial structure of the old countries? How far do they make 
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for dispersion or for concentration of industrial locations? How 
far do they slow down or speed up industrialization by increasing 
or lowering international cost differences? 

1. Even in the absence of specific developmental tendencies in 
the old countries, certain industries are shifted to other locations 
as a'consequence of the exhaustion of old sources of raw materials 
and power and the opening up of new ones. There is nothing 
problematic in this phenomenon and its significance for interna- 
tional trade and industrialization. Both cost differences and the 
tendency to industrialization are thereby increased. 

But even if we do not consider the depletion of resources by 
the exploitative industries, in most cases the cost of transporting 
“weight-losing materials” will result in some part of the manu- 
facturing industries, and of the auxiliary (repairing) industries 
of the means of transportation, being attracted to the location of 
the resources. Since the fixed capital invested in the old locations 
and the limited mobility of skilled labor retard the process, it 
often happens that an external occasion must provide the stimulus 
for setting up the first stage in manufacture. It was only under the 
impact of the World War that Australia, for example, changed 
from shipping her zinc ore to Germany and Belgium to manufac- 
turing it on. a large scale. The most typical example of this devel- 


Development of Zinc Production (in thousands of metric tons) 


Australia Canada Mexico World 
ee 9.8 16.8 1.3 (1925) 702.3 
71.6 137.1 33.9 1,444.0 


Development of Lead Production (in thousands of metric tons) 
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opment is the shift of the location of the metal industries, par- 
ticularly the growth of zinc production in Australia, Canada and 
Mexico, of lead production in Australia, Canada, India and 
Mexico, and the shifting of the center of copper production from 
the United States to Canada, South America and South Africa. 

The iron industry has not shown the same tendency to shift 
its location; this is because of the geological qualities of the mines, 
the strong power of attraction of coal and the more unfavorable 
relation between the value of the product and the cost of trans- 
portation. Nor has ore exhaustion of old stores of resources had 
anything to do with the industrialization, so typical of the present 
epoch, which has accompanied the development of iron industries 
in Russia, South Africa, India and Brazil. One tendency toward a 
shift in the locations of iron industries is conspicuous, however, 
and should be mentioned in this context. The supply of scrap 
iron as a raw material of steel production is bound to increase in 
relation to that of pig iron, since the average utilization of iron 
does not exceed twenty-five to thirty years. This tendency will be 
the more marked the more the rate of increase of world steel 
production diminishes. This development favors particularly the 
great centers of iron consumption to which transportation is cheap 
and which also enjoy cheap labor. Although this factor does not 
appear in its full strength in today’s political-military iron boom, 
it is to a great extent the reason for the growth of iron industries 
in Japan and in Italy. 

Apart from the metal industry, the production of oil is the 
most important example of the shifting of locations. It is necessary 
to mention only the rise of new centers of oil production in 
(besides the United States and Russia) Central and South America, 
the Near East and India. 

2. Much more important and also more problematic in their 
effects on the industrial growth of the new countries are those 
factors which are rooted in the specific development of the old 


countries. 
The first place among these factors, a place of the greatest his- 
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torical significance, is occupied by declining tendencies of popula- 
tion growth. The structure of industry is closely correlated to the 
structure of the age pyramid, on which depend, among other things, 
the direction and volume of the demand for present and future 
industrial goods. If the present tendency toward stagnation be 
regarded for the moment as an isolated phenomenon, disregarding 
the shift of population dynamics to other countries, its most im- 
portant consequence is seen to be a changed composition of the 
demand for consumption goods and a changed proportion of total 
income available for investments. The reduction in the number 
of family members per breadwinner shifts the demand from 
cheaper to costlier kinds of food, from cheaper to better clothing, 
and causes an increase in the demand for dwelling space per 
capita of the population, as well as in the mass demand for luxury 
articles. In other words, the demand for products which include a 
relatively high share of international raw materials is diminishing, 
and is being replaced by a demand which can more easily be satis- 
fied within the old industrial world without resorting to the raw 
material and agrarian countries. 

Prima facie, the figures on the development seem to contradict 
this tendency: the proportion of agrarian products and raw ma- 
terials in total international trade is rising. But it rises in a world 
in which the “dispensable” international trade has already been 
almost killed by protectionism. 

Capital export has decreased in significance in international 
trade. It is impossible, however, to decide how far this must be 
attributed to the insecurity which results from the decay of the 
legal and monetary foundations of free capital transactions, and 
how far to the “natural” consequences of the slowing-down de- 
velopment in the old countries. There are several ways for these 
natural tendencies to assert themselves. First, the shifts in demand 
which have just been described have become effective also in 
international capital transactions—the dynamic capitalistic vigor 
of the old countries has diminished, and its reflection in the new 
countries diminishes correspondingly. Also, with an approxima- 
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tion to a stationary population the stimulus to form new capital 
for the equipment and for the raw material and food supply of 
the people is abated. Finally, the leveling of incomes is a neces- 
sary consequence of an approach to a stationary population, and 
as incomes are leveled the propensity to capital formation declines. 

On the other hand, the tendency to capital transfers over long 
periods of time, which results from the differences of interest 
rates, still persists, though even with an unrestricted freedom of 
capital transfer, such as would prevail in a world state, equilibrium 
would be compatible with the preservation of very considerable 
differences of interest rates, growing with increasing distances 
from the financial centers. Capital transfers would be stopped, 
however, by a relatively modest shake-up in the foundations of 
free capital movements. 

In its effects on the growth of industry in the new countries 
the slowing down of the development in the old countries is 
ambivalent. It undoubtedly slows down industrialization, in so 
far as the incentive to it came from without. On the other hand, 
the same process increases the necessity for industrialization by 
counteracting a further expansion of one-crop systems and of 
international specialization. 

3. The particular forms under which technical progress appears 
shall be analyzed only from the point of view of their relation- 
ship to the problem of industrial locations. 

Two separate factors in connection with technical and organ- 
izational progress influence international cost differences. First, 
progress itself, wherever the new method is first put into use, 
implies a superiority in cost, which can remain permanent as 
long as the chain of technical progress is not disrupted. Second, 
individual progress changes the factors of location, no matter 
where that progress was first realized. The Thomas-Gilchrist 
process, which made it possible to use phosphoric iron ores, was 
first developed in England, but in the long run it favored the 
development of the continental iron industry. 

For superiority in cost as a result of advantages in development, 
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three factors are decisive: the geographic distribution and possible 
shift of the centers of technical dynamics; the contribution of 
“young” industries, or industries with a strong technological 
development, to the total volume of industrial production; and, 
finally, the velocity of the reaction and adjustment of the coun- 
tries outside the technological centers. Despite the wave of in- 
dustrialization the old countries remain the centers of technical 
progress, although the differences in economic level between the 
old countries tend to vanish, mainly because of the rationalization 
and application of scientific methods in technological research. 
The new industrial countries have contributed practically nothing 
to the new forms of technology and organization. As knowledge 
of the technical and economic requirements of industry becomes 
generalized, however, reactions to changes in methods of produc- 
tion are more rapid, as is illustrated, for example, in the rapid 
spread of the rayon industry in the postwar period. Finally, the 
contribution of young industries to the total volume of industrial 
production is decreasing. The light metal industry, the building 
of airplanes and motors, parts of the electrical and chemical in- 
dustries (synthesis of raw materials), despite their significance as 
vehicles of progress, do not possess a significance similar to that 
of the iron and steel industries and railroad building in the second 
half of the nineteenth century. 

From two sides, therefore, the cost advantages that were effected 
by technical progress are being diminished: by a greater velocity 
of reaction to technical changes; and by the weakening of technical 
dynamics in the total picture of industry. A large group of in- 
dustries has attained a degree of technical maturity which does 
not permit us to expect further great progress. The continuous 
process of the least developed countries following in the wake 
of the leading countries is no longer disturbed by further progress. 
This is one of the main reasons for the spread of the textile in- 
dustry, particularly the cotton industry, over the entire world. 


1See H. Wagenfiihr, Die Industriewirtschaft, Entwicklungstendenzen der deutschen 
und auslindischen Industriewirtschaft (Berlin 1933). 
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Likewise, the metal industries (except for light metals) and iron 1 
and steel production have attained a state of perfection which ; 
seems to preclude further revolutionary innovations. As important 
patents expire, particularly in the chemical and electrical indus- 1 
tries, the legal obstacles to the expansion of these industries are \ t 
removed. 
The effects of the technical development as such, independently ( 
of the question as to how it first asserts itself, appear under two f 
é 
t 








main headings: they are either specific, that is, connected with 
the special character of the new method (for example, the supply 
of cheap power for use in nitrogen and aluminum production); i 
or they are of a general character, that is, derived from general C 
forms of technical development (for example, the tendency to c 
mass production, the substitution of unskilled labor for skilled S 
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labor). 

The tendency toward large-scale production makes for industrial 
integration (disregarding for the moment the problems of or- i 1; 
ganization implied in this development). The natural market of 
the unit of production grows with the growth of its capacity, and 
in many cases has attained dimensions which exceed the area of 
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sizable central European states (the development of the Czecho- p 
slovakian shoe industry by Bata, of the Dutch electric industry by , st 
Philips, and of the electric bulb industry in Hungary). | h 

The tendency toward growing natural markets implies, it is ' C 
true, that the average length of transportation from the place of d 
production to that of consumption increases and that, other things lc 
remaining equal, international exchange grows in proportion u 
with the volume of output; it does not imply any prevailing Pp 
position of the old as against the new countries. But this tendency is 
finally turns out in favor of the old countries because it increases tk 
the significance of certain factors of agglomeration. It under- of 
lines the existent superiority of the old countries in the managing at 
of large units of production, although the international business th 
concerns educate the young countries by the examples of their | pl 


branch factories and concessions in those countries. (Typical of qi 
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! this is the activity of the Swedish Match Trust, and of the Inter- 
national Telegraph and Telephone Company, with its telephone 
systems and branch factories in many countries, or, finally, the 
work of the oil companies in the concession countries and, through 
their distributing companies, in the countries of sale.) 
Furthermore, the increase of capacity increases the dependence 
on a large labor market, and also, by the shift from variable to 
fixed costs, increases the significance of the difference in capital 
equipment. The elasticity of cost adjustment diminishes, produc- 
tion is necessarily limited to a few types of products, and thus 
it becomes imperative to sell in a large neighboring market. This 
development explains the futile attempts to introduce the pro- 
duction of automobiles in Poland, and the similar fate of the 
Spanish automobile industry; and even in a country so highly 
developed and so rich in capital as Belgium, the automobile in- 
dustry could not assert itself simply because of the absence of a 
| large homogeneous market. 
t This tendency is counteracted by at least two factors which 
i seem to diminish the advantages of the old countries: the optimal 
| size of production is reduced as a consequence of a specific 
| phenomenon of technical progress; and unskilled labor is sub- 
stituted for skilled as mechanization increases. It is important, 
however, not to overrate the significance of this latter factor. The 
Owen bottle machine, or the sheet glass machine of Fourcauld, 
does away with dependence on a group of workers trained in a 
long tradition, as does the automatic continuous strip mill; an 
unskilled worker has an output several times the previous out- 
put of a skilled worker. But this substitution never appears in 
isolation; it is always connected with a considerable increase of 
the minimum of production, with the consequence that the factors 
of agglomeration discussed above gain in significance. With the 
automatic continuous strip mill there is not even an increase in 
the capital requirement per unit of output, but the minimum of 
production is so large that one single plant attains the output of 
quite a number of mills under the old method. Such a new mill 
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is profitable only in connection with a mass demand, such as only al 
the automobile industry has so far been able to achieve. ce 
Among the specific appearances of technical progress the elec- fc 
trification and motorization which result from large-scale pro- Pp 
duction of electrical machines and motors are highly integrating d 
factors; production of electrical machines and motors is con- b 
trolled by a few great concerns in a small number of countries. tk 
Except for a certain dispersion of locations for special products tk 
of the electrical industry (Sweden, Holland, Hungary), only 1 
Russia, Canada and Japan have entered the inner circle of large- Oo 
scale producers, that is, countries of a far advanced industrial Ce 
development with vast domestic markets. 1 
In the industry of applied electricity two tendencies are to be d 
observed. Where the price of current and of transportation is se 
decisive, as in electro-chemistry and electro-metallurgy, electricity , 
in connection with water power has created entirely new industrial ti 
locations, independent of the labor factor, which is here of minor il 
importance. On the other hand, electricity as a source of power al 
makes possible the dispersion of locations in a vast radius about t 
the center, by means of small motors that divide the current in e 
an easy and cheap way. Thus for the first time industry is en- d 
abled to use cheap labor forces not yet crowded into the big a 
centers of production. It is true that this does not put the smaller g 
units of production on a par with the larger ones, but it enables b 
them to compete, provided wages are adequately fixed. For the n 
industrial development of prevailingly agrarian countries, such ti 
as central Poland or the areas of rural surplus population in the 
Balkans, the development of electricity is a major precondition, tl 
if not the decisive stimulus. d 
The effects of the automobile as a factor in industrial location i 
a 


1On the other hand, mechanization in some cases replaces the cheaper labor force 
with a costlier one, particularly in industries which grow out of homework. In the tl 
Japanese cotton industry, for example, the electrical weaving loom increases the 
number of employees and considerably increases the output, but diminishes the 
number of female workers; this is the more significant since the wage of women is | Tr 
considerably lower than that of men. il 
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y are to a certain extent paradoxical. In so far as the automobile 
competes with the railroad a large part of the capital and labor 
‘ forces required for special transportation is attracted from the 
; place of use to the place of production, that is, to the highly 
; developed industrial countries. But this process is accompanied 
; by one that works in the opposite direction, and far outweighs 
the centralizing tendency, for it permits the postponement of 
the decision regarding the place of the transportation work to a 
much later stage of production; in other words, it frees the 
owners of capital from the risks of investing too much fixed 
capital in one transportation road, and thereby diminishes the 
minimum requirement for the individual road. Therein lies the 
decisive contribution of this factor to the development of thinly 
settled countries. 

This progress in the technique of land transportation is not 
transferable to sea transportation. The latter works unequivocally 
in the direction of international specialization, and thereby forms 
an element hostile to the development of industries in young coun- 
tries. Progress in the technique of land transportation has different 
effects, however, if it connects markets of different maturity of 
development. The local markets of large regions, which often 
are economically more distant from one another than from the 
great industrial markets overseas, can be united for the first time 
by the cheapening of land transportation and the lowering of the 
minimum quantity. Here the tendency toward regional integra- 
tion outweighs the tendency toward international specialization. 

Other technical progress has made possible the enlargement of 
the raw material basis by chemical research, a very important 
development of the recent past. Relevant examples of synthetic 
raw materials include not only nitrogen, rayon, coal liquefaction 
and synthetic caoutchouc, but perhaps even more important ones 
that are only now being developed by scientific research. This 
research makes possible a more rational utilization of existing 
| raw materials and enlarges the scale of possible substitutions. The 
importance which this aspect of technical development can claim 
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today is due largely to the self-imposed peacetime blockade of ( 
peoples, and to that extent it is a consequence of the disintegration ( 
of the world economy. But this process, however overhasty, brings s 
about fruits which will be able to stand the rough climate of ] 
world competition. In so far as the cost differences between the é 
new and the old materials are within the margin of the trans- s 
portation costs of those old materials, there develops a natural i 
tendency to liquidate the existent international relationships. t 
The dynamic impetus emerging from the advanced countries is i 
transferred, even if with less vigor, to the less developed agrarian d 
and raw material countries. Also, the new possibilities of sub- a 
stitution (chromium for nickel, molybdenum for wolfram, alumi- O 
num for copper) reduce the dependence on special raw materials 
and lead to a greater dispersion of locations of raw material p 
production. te 
4. The development toward large-scale production leads to O 
integration. This tendency is offset, however, and partly reversed d 
by the diminishing elasticity of cost adjustment and by the com- te 
plications of power politics which accompany the formation of il 
such large units of production. No doubt, with an optimal inter- a 
national division of labor and unhampered freedom of exchange fe) 
there would still be a problem of large-scale organization and | th 
monopoly, but it would look entirely different from the way it Ww 
does today, for the units of production are large or small in rela- b 
tion to the size of the market, which itself loses in size as it is tk 
artificially cut off from the world market. The industrial organ- tc 
ization of the old countries is mortgaged by the historical element of 
of the integration of many independent small units in a small ti 
number of larger units; in addition, however, the entire develop- of 
ment has been effected not under a world point of view but in 
the limited space of national economies. It thus becomes a specific of 
factor of disintegration. tic 
The old countries’ industrial organization has three main effects th 
on the locations of industries. tiz 
First, monopoly does not solve the problem raised by the th 
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change of market structure, but only shifts it to the shoulders of 
others, thus contributing to the instability in the non-monopolistic 
sector of the economy. It forces factors of production which are 
locked out of monopolized industries into other directions of 
employment, and causes the outside industries to defend them- 
selves against monopolistic aggression. This reaction manifests 
itself in an increasing demand for substitutive products and in 
the development of outside industries. The production of rubber, 
bulbs and pipes offers recent examples. Particularly typical is the 
development of the utilization of capacities in copper production 
and the increase of the demand for aluminum as a consequence 
of the price policy of the copper companies. 

Second, the capacity of production is becoming an element of 
power, a weapon in the struggle for a quota in a cartel; the right 
to production becomes a value in itself. It follows that distribution 
of capacities no longer obeys the rule of optimal location, but is 
determined by entirely different factors. The fact that tariff pro- 
tection may compensate the disadvantage of geographic location 
in the determination of the cartel quota imparts to protectionism 
a significance which now has but little to do with the protection 
of industries. Furthermore, the price policy of the cartels enlarges 
the number of possible locations. Those countries and groups 
which entered into the circle of potential producers only on the 
basis of the price policy of the cartel must be given a quota in 
the cartel in order not to disturb the monopoly policy. The his- 
tory of international monopolization in the postwar period is full 
of examples of this development. Typical examples are, par- 
ticularly, the copper cartel, the zinc cartel and the development 
of the nitrogen, bulb and pipe industries. 

Third, the possibility of “regulating” a market becomes a factor 
of industrial location, especially in connection with price differen- 
tiation, which leads to a kind of pseudo-competitive power in 
the world market. It is true that price differentiation is not essen- 
tially related to the location of production, but experience teaches 
that it is the countries of production which have to bear the burden 
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of fixed costs. And it is by no means always domestic producers 
who urge such a shutting off, as can be seen from the origin of 
the radio industry in Switzerland in 1931-33; in this case there 
was no domestic production at all. Frequently it is the inter- 
nationally entangled big business economy which regards it as 
expedient to found branch factories and strengthen the obstacles 
to international exchange in order to increase its power in third 
countries. The fact that only a few large groups remain in the 
world market, forming oligopolies, contributes to the tendency 
to divide the area of the world market regionally and to decen- 
tralize production. This becomes clear from the development of 
postwar monopolism. It is much easier to dominate the world 
market by monopoly if it is divided into separate sections than if 
it remains unitary and undivided by such obstacles. The elec- 
trical industry, the chemical industry and the organization of the 
match concern prove this. 

The formation of international concerns and the expansion of 
a system of branch factories result from protectionism. But since 
they contribute to the transfer of technical and organizational 
experience from old countries to new ones, they diminish the value 
differences between the old and the new and promote the tempta- 
tion to attract a part of production by trade barriers. The inter- 
national connections of the electrical, chemical and automobile 
industries are largely derived from this cause. It is true that the 
most recent development goes beyond this relatively liberal form 
of protectionism and turns against any influence of foreign capital 
which might be connected with branch factories. 


The Tendential Increase of the Industrial Contribution 


In the postwar period the process of industrialization has taken 
the form of an intense growth in the capacity of the world’s eco- 
nomic system. According to the classical doctrine if there are 
diminishing returns in agriculture and stable returns in industry 
the growth of the economic system is accompanied by the follow- 
ing shifts in relationships: first, population grows more than 
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production; second, the proportion of those employed in industry 
and in agriculture shifts in favor of agriculture; third, industrial 
output in relation to total output decreases, while that of agri- 
culture increases. 

Actually, however, the development has not been in accordance 
with this pattern at any point. The curve of industrial production 
shows a strong upward trend, while the trend of agricultural 
production is flat—the number of those employed in agriculture 
diminishes considerably in almost all countries. The production 
index per unit of labor shows a marked increase everywhere in 
industry and agriculture. 

The suspension of the tendency to diminishing returns in 
agriculture, accompanied by an increasing total crop, produces a 
situation in which the tendential diminution of the industrial 
contribution is reversed into a rising tendency. Two factors 
are responsible for this development. 

First, the suspension of the tendency to diminishing agricultural 
returns has been brought about by an amazing technological prog- 
ress in agriculture itself. As a result of this progress industrial 
production makes an increasing contribution to the final product 
at the place of consumption; part of the work incorporated in 
the agricultural product is shifted to the factories. Mining and 
the chemical industries, producing artificial fertilizer and means 
for exterminating vermin, become stages of agricultural produc- 
tion, as does the machine industry, by building tractors and 
agricultural machines. As vast new areas are opened up by an 
extensive agrarian production and the old areas are more and 
more integrated into the market, the lines of transportation be- 
come longer, and thus the contribution of the building trade and 
of the industries of the means of communication increases. Finally, 
the change in habits of consumption (urbanization) and progress 
in the technique of refrigeration and preservation lead to a larger 
proportion of canned products and of foodstuffs subject to re- 


frigeration. 
Of these industries, the building trade and canning industries 
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and parts of the refrigeration and transportation industries are 
bound to the location of agriculture, and therefore contribute to 
the industrialization of agrarian areas. As to the other industries, 
their locations remain undetermined. 

The second factor in the rising tendency of the industrial con- 
tribution is much more important for the industrialization of 
agrarian areas. The productive capacity of world agriculture is 
now rising more rapidly than population, with the consequence 
that it is not balanced by a corresponding increase of effective 
demand. The elasticity of demand for agrarian products is small, 
that for industrial products is great. Accordingly, if there is a 
growth of the total production capacity, a shift in favor of the 
industrial contribution must result. This is one of the main causes 
of industrialization in agrarian countries. 

The relationship is basically as simple as the mechanism is 
complicated through which the tendencies are realized. 

The tendential shift between the contributions of industrial 
and of agricultural production within a growing total capacity 
does not immediately affect the location of production. There is 
nothing in this tendency itself to promote a greater dispersion of 
industrial locations. If progress only enlarged the areas of agri- 
cultural production, by including new unsettled countries, or if 
it only shifted the cost scale downward without affecting its shape, 
a moderate price cut for agrarian products would suffice to 
neutralize the surplus capacity without essentially influencing 
the determination of industrial locations. But the present prog- 
ress, as is well known, favors considerably the extensive methods 
of the new agrarian countries. Prices of agrarian products de- 
crease, but this does not even approximately restore the old 
equilibrium. The old agrarian countries with a dense population 
find themselves in the pincers between the industrial countries 
whose products rise in price and the new agrarian countries 
whose competition lowers the productivity of agrarian labor. In- 
dustrialization appears to be the way out of this situation, where 
the cost differences between agrarian countries have become 
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larger than those between agriculture and certain branches of 
industry. 

This is one side of the problem. The growth of capacities is 
accompanied, however, by other developments of historical sig- 
nificance: the tendency toward a stationary population in the 
old industrial countries; and the shift of the centers of popula- 
tion dynamics to the non-European countries and to the less de- 
veloped agrarian countries of the European east and southeast.? 
In the new countries economic development, once it has been 
started by contact with the old countries, creates more room for 
an increase of production and, potentially, for a further specializa- 
tion, or at least for a preservation of the old degree of specializa- 
tion. But the old countries’ power of absorption is reduced, and | 
therefore this tendency toward specialization is restricted. Under | 
this dual pressure the “light” industries of high labor intensity, 
particularly the consumption goods industries, are attracted into 
the new countries in such quantities as are required to restore 
the balance within the frame of the existing tendencies. 

An objection suggests itself. Does not the tendential decline 
in the agrarian contribution to production presuppose an optimum 
of nourishment which has not yet been attained for large numbers 
of countries? In all parts of the world there are vast areas below 
that level of subsistence at which a rise in productivity and in 
real wages would lead to a relative diminution of the demand for 
agrarian products. But this consumption reserve cannot become 
effective in the demand for agrarian products so long as the 
pressure on the labor market, which comes from the dissolution 
of old organic forms of production, prevents a rise in real wages 
even though productivity rises. Where these conditions exist the 
influx of labor forces makes for larger possibilities of production, 
but not for a rising demand for agrarian products. Besides, even 
if there is a rise in real wages and in the level of subsistence we 


1 Only the increasingly stationary population in the old countries assumes the role 
of an ultimate cause. The population increase in the new countries is not simply a 
natural fact, but results from decreasing death rates and is thereby an effect of the 
general rationalization of life referred to above. 
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cannot count on a corresponding rise in total consumption. One 
of the most important consequences of modernization in the 
“backward” countries is the hygienic improvement which reduces 
the death rate, especially among children. Thereby the ratio 
between the average costs of raising a family and the productivity 
per unit of labor is improved, and this again leads to a relative 
shrinkage of the demand for agrarian products. 

So far industrialization has been discussed as if it meant only an 
evasion of the pressure of growing productive capacities in a 
period of diminishing population pressure. It may be asked, how- 
ever, whether the rising industrial contribution is not only the 
ultimate but also the immediate effect of this situation. Indus- 
trialization means modernization as well as change in the economic 
structure. The question suggests itself why modernization takes 
place first in the industrial sectors, before the agrarian countries 
take advantage of cost differences between them to the extent that 
would be possible with an optimal organization of agriculture, 
that is, through a change of the forms and programs of production. 
It is true that in many countries land properties are highly split 
up, and that there the problem of the best organization of agri- 
culture assumes a special character. But also in other countries, 
which are in the process of industrialization, the land’s capacity 
for human labor is far from being fully utilized, and the cost 
advantages which would be attainable in the best possible agri- 
cultural organization do not manifest themselves in the volume 
of production. Why do the sectors of agrarian and raw material 
production not seek first a way out in accordance with their eco- 
nomic tradition and their natural conditions, rather than turning 
to new forms of production? 

There is no unequivocal answer to this question. In the first 
place, the young countries regard the problem from the point of 
view of a change in their agrarian structure and its development, 
seeing industrialization as only an aspect of a more comprehensive 
process, and one which most concerns the old industrial countries. 
This point need not be discussed further. 
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Moreover, it is often the case that the economic structure which 
would best accord with a country’s own economic development is 
not necessarily the best one from the point of view of cost advan- 
tages in the world market. It is true that it is scarcely possible to 
speak of population pressure in South America, Australia or South 
Africa, if the total population figures, however rapidly they rise, 
are correlated to the amount of arable land. But such a comparison 
does not mean much. Take the example of Australia: specialization 
in the production of wool in the areas beyond the mountains may 
still be the greatest source of wealth for the country as a whole, 
but this is of little profit to the masses of men crowded in the cities 
along the shore line, since it gives them no more employment and 
no larger share in the total wealth. In classifying countries as 
areas of industrial or agrarian production it is necessary to beware 
of the ‘fallacy of misplaced concreteness.” Strictly speaking, it is 
not the countries themselves that can be so classified, but certain 
geographical sections or even only certain groups of producers. 
It is precisely when young countries develop their own tendencies 
that loose generalization, which considers only the economic sector 
that is most important for exports, may distort the picture of 
possible specialization. 

The one-crop system gives birth to another significant factor, 
imperfect competition. For some smaller countries it may still be 
more advantageous to enlarge the cultivation of cotton or the 
coffee and sugar plantations or grain production, but for the coun- 
tries of large production it certainly does not pay to extend produc- 
tion in order to compete with other countries for a larger share 
in total sales. This factor gains in significance the less homogeneous 
the international market is, the more it is dissolved into particular 
markets with only slight communication among them. 

Now we come to the decisive factor. The building up of an 
optimal agricultural structure—from the points of view of labor 
capacity and market connections—is a task which can be solved 
only in a longer period of time, and which has to take into con- 
sideration agrarian traditionalism and its political implications. 
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It is easier to replace an antiquated enterprise in industry by a 
new one than to abolish antiquated forms of agriculture. And it is 
easier to establish a new industry side by side with agriculture than 
to reform agriculture. Economic policy here too follows the line of 
least resistance. Industrialization becomes an alternative solution 
to agrarian reform, and the protection of industries is the price to 
be paid for the possibility of avoiding agrarian reform. 

Industrialization is advantageous also because agricultural settle- 
ment in new areas often requires higher costs of capital equipment 
per unit of labor, and always requires a longer period of circula- 
tion, than do the labor-intensive forms of industry. In the urban 
industrial enterprises in Palestine capital costs per laborer were 
106 pounds sterling, while at least 1,000 pounds were required for 
settling a family on the land.* 

Capital formation is made more difficult by the obstacles to 
international capital exchange, but it becomes more imperative, 
and at the same time the scope for the calculation of capital costs 
is enlarged. The familiar relationship between fixed and variable 
costs is reversed, and wages appear as fixed cost items from the 
point of view of the total economy, as they have to be met and 
paid independently of the utilization of the labor capacity, whereas 
capital costs are additional and in this sense variable. This relation- 
ship is not limited to agrarian countries, of course, but concerns 
the unutilized labor force in industry as well. For the agrarian 
countries, however, it has a special significance because they have 
to look for a complementary capital equipment. 

In connection with this matter we come to a phenomenon which 
appears to be of only limited historical significance but which gains 
in importance as a source of capital formation for several agrarian 
countries.? The obstacles to multilateral exchange have disinte- 
grated the price systems of many countries to such an extent that 
international trade readopts the character which it had in the first 


1 According to Grunwaldt, “The Industrialisation of the New East” in Palestine 
Economic Society, Bulieiin, vol. 6, no. 3, p. 46. 

2See W. Roepke, “L’industrialisation des pays agricoles” in Revue économique 
internationale, vol. 3, pp. 119-30. 
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contact between two national economic systems. The space in 
which bilateral trade is applied expands as long and as far as it is 
impossible to restore the multilateral system to its natural size; 
it appears more rational to build up international trade within 
regional limits than to eliminate it entirely. Such an exchange is, 
of course, subject to the chance composition of the production 
programs of the countries connected by this bilateral transaction. 
Nevertheless it is more rational to export tobacco, cotton or coffee 
than to leave them unproduced or to destroy them. Strictly speak- 
ing, it is no less rational to exchange Brazilian coffee for French 
champagne than for German machines. But the export to Germany 
is made contingent on a corresponding import from Germany, 
and since the machine industry is particularly important for Ger- 
man exports, an importation of capital goods for the building up 
of a domestic industry is thrust upon the new countries. In other 
words, products which might be unsalable are transformed into 
capital goods; capital is formed under the impact of the crisis of 
international trade. This capital disposal is transformed from the 
entirely irrational form of idle labor and unsalable stocks into the 
more rational form of machines. There is a telling parallelism be- 
tween the growth of the German share and the growth of the share 
of capital goods in the total imports of such countries as Brazil, 
Jugoslavia and Turkey. 


(Caracas, Venezuela) 














THE WORSHIP OF BIGNESS 


Are the Small Nations Doomed? 


BY ARTHUR FEILER 


Now, when this article is being written, the second act of the 
new World War has come to its end. After the introductory pre- 
lude, the conquest of Austria and Czechoslovakia, Hitler started 
with the destruction of Poland. He has now overthrown within 


two months the whole of western Europe: Denmark, Norway, the 


Netherlands, Belgium, Luxemburg, France. Sweden and Switzer- 
land, the last two remaining neutrals in western and northern 
Europe, have so far been left free from invasion, but they are 
completely in the orbit of his power. Italy and Spain are his vassals, 
desirous only of obtaining their share of the booty. And, to com- 
plete the picture, Stalin’s Soviet Union, having invaded Finland, 
has now also forced Lithuania, Latvia and Estonia under her 
command. All this is still the preliminary stage; no definitive de- 
cision has yet been achieved. But in all likelihood the curtain will 
soon rise for the next act, the direct attack on the British Isles, on 
the British Empire. It may be in this act that the fate of the world 
will be shaped for centuries to come. If Hitler fails to defeat Great 
Britain within a few months, as totally as he defeated his other 
adversaries, it may still be possible that Nazism will ultimately be 
ended, in spite of all its previous victories. If he wins . . . 

No, this article does not intend to make predictions about what 
would happen if Hitler wins this war. For that it is either too 
early or too late. To unveil the totalitarian crisis of Europe; to 
analyze the deadly menace of National Socialism to everything we 
venerate as the basic values of western civilization; to emphasize 
National Socialism’s own proclamations of world conquest and 
world domination; to show its rapid progress in preparing for this 
aim by transforming the whole German people and the whole 
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German economy into one single huge machinery for war—all 
this was the duty of those who knew, or who should have known, 
during the years before the present war. 

As a matter of fact, many have felt and fulfilled that duty in 
time. No one today is entitled to complain of not having been 
warned. After all, Hitler himself and his whole gang were so 
bluntly frank before and after their access to power that the fate 
of the German people—which had derided his book and refused 
to take cognizance of its bloody threat—ought not to have been 
repeated by the world at large. Statesmen like Neville Chamber- 
lain, who in spite of all the revelations at their disposal incredibly 
neglected their duty of preparing for adequate defense—in the 
first years of the Hitler regime, in the time of the Munich crisis, 
and even after the breach of the “Munich peace” by Hitler’s sei- 
zure of Czechoslovakia in March 1939—would in former, less 
lenient times have been put before a court martial. Today the 
English Parliament, far from establishing itself as a supreme court 
of state for punishing the guilty man, is satisfied by removing him 
from the first place in the government, even permitting him to 
remain a member of the cabinet. 

But be that as it may. History has already made its verdict. And 
the disgrace of a single man matters little compared with the un- 
believable, undescribable sufferings of the millions of men, women 
and children throughout Europe, in all the belligerent countries, 
victors and vanquished alike. A world revolution of vast dimen- 
sions, the like of which has not been experienced since the French 
Revolution or, rather, since the fall of the Roman Empire, is now 
on its way—has actually been on its way and continually going 
on since the outbreak of the never-ended first world war in August 
1914. And the spectator must in humbleness be conscious of the 
terrific import of this catastrophe, the whole significance of which 
all the rest of his lifetime will hardly suffice him to comprehend. 

On the other hand, it can never be too early to speak out against 
a misinterpretation the development of which, even in this coun- 
try, is already to be discerned. It is the usual sad phenomenon 














328 SOCIAL RESEARCH 


that whenever the abominable is achieved there are so-called in- 
tellectuals who, by seemingly explaining its causation, actually 
provide it with the justification of a “historical necessity.” If a 
man is run over and killed by a heavy truck nobody will maintain 
that the incident proves anything for the superiority of the truck. 
But if the heavy tanks of Hitler’s war machine run over and kill 
the smaller states on his boundaries, one after the other, we are 
immediately told that such an absorption of smaller states by a 
great power has long been due, that only with large states, with 
world empires and possibly with one world empire alone, will 
there be a future. And from such a “scientific” explanation there 
is only one step more to the admiring assertion that Hitler is the 
man of destiny, the tool of Providence, who will bring to the 
world, under Nazi rule, the millennium of eternal peace, or who 
will at least create, again under Nazi rule, the United States of 
Europe and thus fulfil a dream long overdue. Actually there is in 
Hitler’s world outlook nothing of peace; for peace he has only 
scorn and disdain. And there is nothing in it that allows for any 
of the intrinsic elements of Europe; these he must destroy if he 
is to establish his power, just as he had to destroy the real essence 
of Germany in order to become her omnipotent ruler. Neverthe- 
less, there are many to whom success as such is a proof, quite apart 
from the question who and what it is that succeeds. They are in- 
clined from the outset to worship bigness as a value in itself. They 
do not see that it is exactly this spirit of submissiveness which 
facilitates the development of conditions to which they too will 
have to submit. 

In fact, it is the resurrection of a very old doctrine which now 
confronts us again. Its new disciples might be cautioned by a re- 
minder that during the decades at the turn of the nineteenth cen- 
tury, and with increased fervor during the first world war, this 
doctrine was cherished by none with greater insistence than by 
the Pan-Germans, by Tirpitz and the other advocates of a great 
German naval force. They proclaimed as early as fifty years ago 
that three world empires (Great Britain, Russia and the United 
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States) were definitely pursuing a policy of autarchization, that 
they would increasingly retain for themselves their huge natural 
resources, their food and raw material production and their large 
domestic markets as well, and that consequently the smaller na- 
tions would ultimately be sentenced to starvation. Their obvious 
conclusion, of course, was that Germany must become a world 
empire of her own. 

The immense development of world trade during the four or 
five ensuing decades has abundantly proved that this whole theory 
was nothing but wishful thinking, intended only to justify political 
aspirations for power by a seemingly economic reasoning. But 
this abuse of economics corresponded to the materialistic spirit of 
the time. And it was supported by another line of economic think- 
ing, equally usable for concealing underlying political longings. 
Economic development, it was said, is dominated by an over- 
whelming tendency toward concentration. The advantages of 
mass production necessitate the creation of ever larger productive 
units. Concentration of capital, amalgamation of enterprises, merg- 
ers and combines culminating in the formation of giant trusts, 
are the law of the day. Such large-scale enterprises will supplant 
the middle- and small-size operator in every field. The time of 
these small independent people has definitely passed. Such ob- 
servations were proclaimed by a loud chorus. And again the 
political conclusion suggested itself—that the same law of de- 
velopment should be recognized also in the political sphere. We 
were told that the formation of a few huge autarchic world em- 
pires, corresponding to the huge economic trusts, was inevitable; 
that the time of the small states was over, just as the time of the 
small entrepreneurs; that there was no other way out, and that 
any resistance was condemned to failure “since economic forces 
are by far the strongest impulses in our time.” This pseudo- 
scientific argumentation too is now about forty or fifty years of age. 

Nowadays we know that even as far as the economic sphere was 
concerned, that prognosis was no more than a half-truth. There 
has, indeed, been a high degree of concentration—concentration 
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of capital and, still more, of command over capital, through the la 
devices of joint stock corporations, holding companies, credit and is 
the like. And the result has been a vast increase in the economic, ta 


social and political power of the few, an increased rigidity of 
social stratification, with the formation of closed castes less and 
less accessible to the newcomer, greatly diminished opportunities = 
for the many, more dependence on the job and on the employer 
who is expected to provide it, less independence and less self- 
responsibility and self-reliance. Banking, the production of cer- 
tain raw materials, the manufacture of numerous half-finished 
and finished industrial goods, have been the main field for this 
concentration. Mass production in large units has in many in- 
stances proved superior to the former smaller units. 

But even here there have been limits. The successful large- } 
scale enterprise is by no means in all cases the one omnipotent, | am 
monopolistic, all-comprehensive trust. Maximum size is very often 
not identical with optimum size. And the optimum size which has 
prevailed has been different in different fields. Specialization, de- 
veloping at the same time, has permitted the advantages of mass 
production even to many medium-size enterprises. Concentration, 
even in the fields in which it has really taken place, has not led 
to a society consisting of a few giants with all the other people 
toiling for them. And there have remained large sections of the 
economy where concentration has not occurred at all, where the | 
small unit has held its predominance and even gained ground. 

Agriculture is the most important instance of this development. 
Diversified family-size farms have proved superior to large estates 
wherever they have been given fair play. If mechanization has in 
our day displaced farm people in certain agricultural sections of 
this country, and transformed them into migratory Joads looking 
for seasonal labor on other people’s farms because they have lost 
their own lands and houses, then the main roots for the grapes of i 
wrath now burgeoning are to be found not in an inevitable gen- 
eral process of agricultural concentration, but in monoculture, on 
unfit soil; in other words, they are to be found precisely in the 
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e lack of that necessary diversification. Trade, wholesale and retail, 
d is another field in which concentration and annihilation have not 
C, taken place to the predicted extent, in spite of the conspicuous ex- 
of | pansion of department stores, chain stores and mail order houses. 
d Not even the handicrafts, attacked more than any other stratum 
25 of society by the expansion of the factory system, have really 
r vanished. 
f In general, then, the same development which led to the 
re } growth of large-scale production in large-scale enterprises has given 
d rise also to a great many new opportunities for new small-scale 
s operations, especially in the field of installation and repair. It is 
not even necessary to consult the statistics, which furnish abundant 


proof; every walk through the streets of our cities reveals the huge 
number arid the multiformity of the so-called lower—and upper 
| —miiddle classes. And it is only as a political conclusion, to be de- 
rived from this social-economic reality, that the social and political 
weight of these middle classes is now more and more universally 
, recognized as an irrefutable fact, even by orthodox Marxists. We 
have learned from the fateful experience of Germany where it 
; leads if fascists are allowed to set themselves up as the protagonists 
1 of these strata of society. 

Thus the economic analogy gives no support to the alleged 
inevitability of the abolition of smaller states. And the other eco- 
. oF nomic argument, the reference to the size of the area, must like- 
wise fail. This country is certainly the best proof of what a vast 
unified territory can really mean economically. The unified in- 
ternal market of 130 million people, not divided by tariff walls 
or by national antagonisms, with no interference in the migra- 
tion of men, goods or capital, interconnected by the same lan- 
guage, the same currency and a nationwide system of railway and 
highway transportation, governed by the same laws, the same tradi- 
tions and the same habits and customs of consumption and of the 
whole way of life—this has long been the immense advantage of 
the United States as compared with the disunited states of Europe. 
F The recent attempts of some states and municipalities in this 
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country to erect barriers against interstate commerce and the like 
are only a poor, but all the more paradoxical, imitation of what 
has been in Europe historical heritage and suicidal nationalism. 
Nevertheless, precisely those small European states which have 
now been overthrown by Hitler—the Scandinavian countries, 
Holland and Belgium—and Switzerland too, have abundantly 
shown that they were able to overcome even handicaps as heavy as 
these, thus bearing witness to the old truth that men need not of 
necessity give in to men’s follies and meanness, that human values, 
intelligence and versatility may remain decisive, even decisive as 
agents of production. 

The weapons of these countries were diversification and speciali- 
zation. By these means they managed to remain efficient competi- 
tors in the markets of the world, with their high-quality manu- 
factured as well as agricultural products. And that was what they 
needed. They had to sell abroad in order to be able to buy what 
they could not produce at home. They could not be self-sufficient. 
Access to foreign markets is for small states even more important 
than for big ones. That is why the American reciprocal trade 
agreements policy, quite aside from its results for the domestic 
economy, is of such great importance, especially for the smaller 
states of the world. It widens their living space. On the other hand, 
during the depression years after 1929 many of these small states 
were extraordinarily clever in imitating, for their own economic 
defense, the protectionist methods of their large neighbors. To the 
others’ efforts toward autarchy they responded with analogous 
measures for supporting their farmers and their unemployed. 
Here again their often really remarkable success certainly did not 
corroborate the opinion that inescapable economic laws had sen- 
tenced them to extinction." 


1See, especially for Switzerland, Heinrich Heuser, Control of International Trade 

(Philadelphia 1939); and for the Scandinavian countries, Svenska Handelsbanken’s 
Index, Supplement, Measures to Combat Unemployment in Sweden Since 1929 
(June 1938), and Government Measures for the Relief of Agriculture in Sweden 
Since 1930 (March 1939); also Finn Moe, Does Norwegian Labor Seek the Middle 
Way? (New York 1937). 
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ike The brutal force of a mighty aggressor may subjugate his smaller 
lat neighbors. But for economic reasons alone they would not be 
m. compelled to surrender. And this remains true even if we must 
ve assume that, however this war will end, the channels of inter- 
es, national exchange of goods, capital and men will be blocked and 
tly | regulated by all kinds of interferences for quite a time to come. 
as The standard of living in the smaller countries (as in the big ones 
of too) would be endangered, certainly. But that was the threat also 
es, of the ever-growing economic nationalism of the prewar years— 
as and the nations stood it. A lowering of the standard of living, 

at least for some parts of a people, may be caused not only by 
li- f trade obstacles but also—as a result of higher taxes or higher 
i prices or both—by the direct and indirect expenditures made 
u- for the support of other parts of the population in a time of crisis; 
2y and there is no evidence whatever to the effect that the big states 
at have found it easier than the small ones to withstand this necessity. 
t. And most of all: it is time to revise the standards by which we 
it measure the standard of living. We were entitled to use for this 
e measurement purely economic terms—wealth and income and 
Cc housing conditions and hours of work and the like—as long as 
r the values of the individual, as long as life, liberty and the pur- 


, suit of happiness, were assured to everyone without question. 
This is no longer the case. And we must draw the consequences 


s 
when we speak about standards of living. Otherwise, it might 
- easily be contended that the eunuch in the harem of an oriental 
S potentate or the slave of a benevolent, patriarchal master enjoys 
the highest standard of living because he is provided with the 
means for all his material needs and has in addition security in 


his job. This distinction is what really lies at the root of the 
choice confronting the small states, in so far as they are at all in 
a position to give the dictators an answer of their own. They 
should know by now that in their standard of living freedom is 
the most precious element. 

All this is not said with the intention of eulogizing smallness 
with the same onesidedness that others worship bigness. Large 
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and small—even the distinction is ambiguous. Is Italy big, or 
does Mussolini only say so? Was France big, or is it only that her 
smallness was concealed by Germany’s defeat in the first world 
war? Is Hitler’s bigger Germany really a “Greater Germany”? In 
fact, Germany was never greater than in the years of Weimar, when 
the vast majority of her people, recognizing the outcome of the 
war and abjuring all dreams of external power, professed through 
their new republican constitution that from then on they would 
concentrate on cultural and social achievements at home. Never 
was Germany smaller, in spite of all aggrandizement, than she 
is today, ravished by Nazism. The bigness or smallness of a state 
(of its area or its population or whatever else) is a greatly in- 
sufficient foundation for evaluation. Black and white are not so 
simply distributed as that. There are small states where small 
tyrants rule with the same lust for power as the big tyrants in 
the big states, violating the rights of their citizens and of others 
just as brutally and cynically. There are big states, such as this 
country has been for a long time, where imperialistic aspirations, 
expansion for the sake of expansion, domination for the sake of 
domination, have very little appeal to the governments and to the 
great majority of the peoples, where the governments and the 
peoples seek the satisfaction of their national ambitions in peaceful 
efforts for the maintenance and the advancement of the values of 
civilization. And between these two extremes there are in reality 
all tints of the spectrum. 

The responsibility of the big states is greater because so much— 
and most of all, war or peace—depends on their world leadership. 
But for them the temptation of power policy is also greater. ‘The 
tasks of the small states are different. Often the small states do 
not live up to, or are not even aware of, their great potentialities. 
But whenever small states do shoulder these tasks, their existence 
is a really great asset for humanity, which should not be done 
away with for the worship of bigness. Jac» Burckhardt knew 
why he considered living in a small country the only worthy form 
of life. He felt so even though he was fully aware of the drawbacks 
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of his Switzerland. If one want to understand the reason he need 
only turn over the leaves of Gottfried Keller’s work. 

Such small states, in other words, succumb less readily to the 
allurement of power, to the deification of the state. Since they need 
not invest an ever increasing part of their national income in arma- 
ments for aggression, they can devote more of it to their achieve- 
ments in all fields of sciences and of the arts. Since they need not 
have so much militarism and bureaucracy, the value of man and 
the dignity of the individual are more easily preserved. And be- 
cause within their narrow boundaries even bigness, the concentra- 
tion of capital and enterprises, is relatively small, they can better 
develop a real, living democracy, political and economic. The 
differences of wealth and income are not, for the most part, so 
deep as in many of the big states, and thus a true sense of social 
nearness can survive, as is attested by the easy collaboration of 
farmers and urban workers, by the model cooperative organiza- 
tions in the cities and in the countryside. All this is supported 
by the clarity of all relations, by the widespread knowledge of the 
social and economic facts of the country which everyone can easily 
find out and understand. One can hardly imagine, in Switzerland 
or in Scandinavian countries, the existence of depressed areas 
like the south of the United States, and even less a situation in 
which this “economic problem number one of the nation” is 
completely unknown to a huge proportion of the citizens. On the 
contrary, the transparency of actual conditions entails a social re- 
sponsibility and a social solidarity by which such small states may 
readily become champions for social reforms. 

There is a good deal of exaggeration and misinterpretation in 
the opinion recently fostered in this country that Sweden, for ex- 
ample, has definitely found the middle way—blueprints for curing 
all the social evils of our times. She has not; and most of what she 
has found is not at all restricted to Sweden. But the significant fact 
is that so many of the small countries are working on a large scale 
for social improvements and social innovations in all fields where 
they find them needed. And they do so with a truly remarkable 
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mixture of idealistic fervor for justice on the one hand and un- 
dogmatic, non-doctrinaire, concrete realism on the other. One 
should think that the big states would appreciate the importance 
of such social experiment stations, working in such a spirit, in a 
time of such widespread social unrest, transition, insecurity and 
dissatisfaction. 

As a matter of fact, the need for diversification, as distinct from 
the uniformity of bigness, is being increasingly felt in the big 
states everywhere. Standardization of motor cars is all right. But 
little can be said for the standardization of reading through nation- 
wide best-seller lists. And this is only one instance. The Soviet 
Union is widely praised for the way in which she has dealt with 
the nationality problem by permitting the many nationalities 
within her vast territory to exercise self-government and to speak 
their own languages. But what is the use of this allegedly liberal 
attitude if all these allegedly self-governing bodies must uni- 
formly execute Moscow’s policy, if all the teachers, newspapers, 
orators in all these various Soviet republics must confess the one 
and only Moscow creed, if in all those different languages only 
the same things may be said? The great democratic states try hard 
to decentralize. But for the most part their successes are far from 
complete. The small states, when they recognize their raison 
d’étre, provide the world genuinely with the diversification and 
multivariety which are so badly needed in this machine age of 
ours. The whole world would be deplorably impoverished if they 
were plowed under by a totalitarian bigness which threatens to 
destroy the world order on which not only the existence of the 
small states but the freedom of every one of us is based. 
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ne 
ice 
la I. THE SOCIOLOGIST? 
nd 
The Graduate Faculty presents an appreciation of the work of 


i its first Dean. We dare to approach this task because we were his 
. students, friends, colleagues and collaborators for almost thirty 





* years. This personal contact, in many spheres of thought and ac- 
= tion, has enabled us to recognize the complexity, the power and 
th the subtlety of this candid mind. As political analyst, editor, 
ee academic teacher and scholar, he disclosed the universality and 
k | the integrated strength of his character. 

- It would be erroneous, however, to believe that this personal 
“ appreciation is only a collection of subjective impressions and ex- 
“ periences. It was Lederer’s nature to see in the elements of in- 
we dividual experience the microcosm of the general social situation, 


ly and, through rational intellectual discipline, to translate the sub- 
jective into terms that illuminated the general situation of in- 








° tellectual life in an epoch of social crisis. Thus we can speak of 
a Lederer simultaneously as friends and as scientists, but we draw 
d on personal knowledge only to the extent that it amplifies and 
if completes the record of his enduring achievements. 

) In contrast to that of Simmel and Max Weber, Lederer’s work 
: was by no means centered around an experience of isolation and 
. solitude. Rather, it typified an attitude and mode of thought 


that are immanent in our times—a liberal, militant enlighten- 


1A second article, dealing with Lederer as economist, will appear in the next issue 
of this magazine, and also a complete bibliography of his writings. The present arti- 
cle is intended to commemorate the publication of Lederer’s last work—State of the 
Masses, The Threat of the Classless Society—a volume completed within a few days 
of his death. 

The Graduate Faculty is deeply grateful to Dr. Bruno Lasker of the Institute of 
Pacific Relations, who has contributed the section of this article concerned with 
Lederer’s work on the Far East. Hans Staudinger is mainly responsible for the sec- 
tion on his position in politics, Albert Salomon for the section on his place in 
sociology. 








338 SOCIAL RESEARCH 


ment in a political situation of mass democracies and a social situ- 
ation of institutional capitalism. It was the brave new way of 
establishing freedom—of establishing it socially by creating a so- 
cial and democratic order, and politically by strengthening the 
individual’s devotion to this objective task. 

One of the most characteristic features of his life was his con- 
tinuous coordination of theory and practice. This tendency to- 
ward concreteness is typical of a world in travail. In such a 
situation humankind, through its really strong thinkers, tries 
unceasingly to test, in practical actuality, the truth and reality of 
principles and values. Lederer represented this humanistic atti- 
tude as it pertains to the principles of social life. The interaction 
of politics and economics, theoretically and practically, was a 
primary concern of his thinking. To his mind the social sciences 
had validity to the extent that they were efficient in the organiza- 
tion of social action and institutions. 

Thus his contributions to the trade union and socialist move- 
ments had a deep-lying relevance to his theoretical work: his ac- 
tivities enabled him to understand the deficiencies of political in- 
stitutions and the still amorphous power of social groupings. And 
his theoretical work tended always toward the concrete and the 
real. The problems of economics possessed his thinking because 
of their practical relevance for the reorganization of society, and 
he was attracted in particular by the crucial questions of the busi- 
ness cycle and the capitalist crisis. But in his thinking these 
theoretical interests were always combined with the practical- 
technical problems attendant on a planned society and its eco- 
nomic working. He transcended economic theory and arrived at a 
sociological interpretation of economic facts which attempted to 
grasp the interaction of all spheres of social relationships. And his 
determined effort to bring about progressive social action through 
enlightened scientific understanding was equally present in his 
analysis of Japan, in which he employed careful and refined 
methods of sociological research in interpreting the various strata 
of this unique social structure, and their ideologies. 
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Lederer’s vision was its most penetrating in his posthumous 
book, a sociological interpretation of the totalitarian state. Here 
he united all previous sociological approaches into a complete 
and dispassionate analysis of the human situation in a mass so- 
ciety of highest technical efficiency. The subtlety of his observa- 
tions, the illuminating whole into which he coordinated them, 
make this book a landmark in the literature on the totalitarian 
state. Apart from its scientific importance, it reveals the intellec- 
tual integrity and courage of a scholar who knew how to face facts 
and to stand the possible consequences. 

These qualities were particularly evident in Lederer’s willing- 
ness to admit the mistakes in socialist theory and practice which 
may have helped pave the way for the totalitarian systems—in 
his continuous reexamination, in fact, of his own positions, the- 
ories and doctrines. This is, indeed, the manifestation of the high- 
est candor which a scholar can reach by following the truth wher- 
ever it may lead. 

These two predominant qualities of Emil Lederer—his co- 
ordination of the theoretical and the actual and his unflagging 
honesty in confronting himself—make his work a lasting image 
of scholarly integrity. 


Politics 


In his political activity Emil Lederer was less the partisan than 
the scholar. Only after a thorough and responsible scientific anal- 
ysis, directed mainly to the interrelations of old and new forces 
in his time of transition, did he take a firm political stand. It was 
as a result of such analysis that the young scholar and lecturer in 
Heidelberg refused to become an active member of a political 
party. Often his socialist friends, who admired his political vision 
and his instinct for new economic and social trends, urged him to 
join their party, which seemed the only one adequate to his fun- 
damental convictions and the only one with vitality and with pos- 
sibilities for an enormous future development. Emil Lederer 
used to answer bluntly and sometimes even angrily that the fu- 
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ture political development would not be determined by the polit- 
ical parties’ ideologies and programs. The genuine political forces, 
he held, could not at that time be found in the political parties, 
in spite of the fact that they were attracting more and more mem- 
bers, but only behind the political scene, in the increasing influ- 
ence of the huge and powerful economic organizations with dif- 
ferent and adverse economic interests. To Lederer it was evident 
that the single German could become a homo politicus only after 
a long process of education, of becoming conscious of group in- 
terests through the medium of his economic organization. 

The significance which he imputed to organized group inter- 
ests explains why his main writings up to the World War cen- 
tered around the problems of the new economic organizations. 
He wrote books on the formation and the ideology of the differ- 
ent social-economic organizations, and in his famous diary on 
social movements (“Sozialpolitische Chronik,” published in the 
Archiv fiir Sozialwissenschaft und Soztalpolitik) he followed the 
details of the trade unions’ activities, the changes of their pro- 
grams, the birth of a trade union ideology. In these chronicles he 
also reviewed the organizations of the entrepreneurial front and 
the new and expanding groups of white collar workers, tech- 
nicians and private and public bureaucracies. 

According to Lederer’s analysis liberalism and technical prog- 
ress had created new but antagonistic economic-social relation- 
ships. Liberalism established the right of the single individual to 
enter independently into an economic contract. This independ- 
ence soon became illusive, however, for large masses of workers 
of all kinds. Technical progress massed armies of laborers, tech- 
nicians and white collar workers in large-scale factories. ‘Through 
increasing industrialization the basis was laid for a strong solidar- 
ity of individual interests within the different groups, thereby 
collectivizing the individual so that the individual labor contract 
became more and more dependent upon the activity of the group 
organizations. 

This grouping of economic interests appeared as a clash of 
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classes, and in its extreme form as a class struggle between the 
capitalists and the workers. But very early in his lectures Lederer 
declared that the Marxian materialistic philosophy of history, in 
reducing all differences to the single factor of ownership-relation 
to the means of production, simplifies the antagonism within the 
existing economic order and therefore neglects the groups in the 
interstices between the main classes. These groups—the techni- 
cians and the controlling bureaucracies—are on a different social 
level from that of the workers and perform other functions within 
the production process. Since these growing groups of private and 
public bureaucracies—these groups “between’’—want to protect 
their particular interests and stabilize their social standard Led- 
erer considered it very doubtful that they would side closer to 
the worker class and join the socialist party. He thought, how- 
ever, that even though they acted separately, behind different 
political parties, these various groups would influence all political 
parties in the same direction by supporting improvement and ex- 
pansion of social legislation. Lederer foresaw that increasing parts 
of society—from the white collar workers to the old middle class 
and the farmers—would be thrown into insecurity, and that new 
organized pressure would be brought upon the parties, thus cre- 
ating a general anticapitalistic atmosphere among large masses. 
As to the cause of this- process he pointed to the revolutionary 
changes that capitalism had made in the rhythm of living. In 
former times an occupation was a family tradition and meant 
security for generations: the craftsman’s son became a craftsman, 
the son of a bureaucrat replaced his father. But the industrial rev- 
olution interrupted this foreordained sequence. The guaranteed 
security of generation after generation was changed into a con- 
tinual insecurity of individuals during their lifetimes. 

It was not only with regard to the position of the individual 
and his economic organization that Lederer traced the antagonis- 
tic trends of liberalism and capitalism in the social order. He also 
analyzed the general antagonism that exists within modern eco- 
nomic-political relationships. Liberalism had dissolved the old 
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political bindings; the subject of the state (Untertan) was liber- 
ated and had become a free citizen. But capitalism brought new 
economic dependencies and these, while they led to new and 
much tighter bindings of the individual, were no longer a conse- 
quence of the political dependency. Therefore the economic or- 
ganizations could come into existence and push forward into the 
political arena. Lederer liked to compare the new economic or- 
ganizations to those of the Middle Ages. In that time the guilds 
protected and developed the social and economic interests of their 
members, but only within a given political order; the class situa- 
tion of the guilds was politically static. In contrast, the new eco- 
nomic organizations of the liberal period became politically ac- 
tive. The ruling parties of liberalism tried hard to stem the flood 
of the growing organizations, but the gate had been opened by 
political voting power, and as a result the economic and social 
organizations could become political forces—though not without 
creating a new conflict in the political field. 

As Lederer put it, in the early liberal period political parties 
were the only existing organizations of the citizens, and even 
though they stood for the interests of society as a whole they cer- 
tainly represented class interests as well; in modern times, how- 
ever, economic organizations have appeared in addition to and 
behind the parties, with limited ideals yet with tempting mate- 
rial demands for their followers. In this development he saw the 
dilemma of the political parties. By their very nature they fight 
for general ideas, for goals of nationa! policy, for the general 
welfare of the people, for or against the preservation of the 
existing society, with all its prevailing interests of cultural and 
religious character. They therefore have to refuse to give way to 
special economic interests. The economic organizations, on the 
contrary, have to attract their members by their daily-life inter- 
est; they include masses of men who formerly were not convinced 
followers of special parties and were more or less uninterested 
observers of the strivings of such parties. By their self-interest 
these masses are compelled to become engaged in political affairs 
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and discussions. But the economic organizations, in order to win 
political influence, are bound to interpret their special economic 
interests as general interests; they have to appear altruistic in the 
political sphere as much as they have to be egoistic internally. 
The political parties, on the other hand, have to concede to con- 
crete economic and social demands in their platforms, in order to 
secure the contributions and the votes of the economic groups, 
while in their programs they try to disguise this dependence on 
special economic group interests, in order to appeal to the gen- 
eral public. The result has been a continuous fight within the 
parties between two principles: the general national policy and 
the group interest policy. 

Even in 1910 Lederer foresaw that this conflict would lead to a 
crisis of parliamentarism. And in addition he shared the doubts, 
especially of the younger people, as to whether parliament could 
still be considered the true representation of the people’s inter- 
ests. Especialiy the so-called new middle class—the ‘‘between” 
groups—could find in the prevailing party system no adequate 
representation of their particular social and economic interests. 
On the one hand, they were not inclined to accept the revolu- 
tionary Marxism of the workers; the special interests of the white 
collar workers and of the private bureaucracies were of too many 
shades, too much in contrast to the workers’ interest, to make it 
possible for them to accept a leveling down of the social differ- 
entiations. On the other hand, these new groups could not adopt 
the ideology of the old traditional parties, formulated in an early 
liberal period. ‘These old parties—and even the liberal party, in 
spite of its emphasis on the free citizen’s rights and on the effi- 
ciency of free entrepreneurial activities—disregarded the strong 
desire of the white collar groups and of the elite among the work- 
ers to have a responsible share in the social and economic ad- 
ministration of the factories and the plants. The attitude of these 
groups, therefore, tended to become antiparliamentarian, and 
Lederer went so far as to compare their demands with some parts 
of the political program of the French syndicalists. He believed 
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that their pressure could influence and reshape Marxian social- 
ism in Germany to a new kind of socialism which would have 
more consideration for the individual within the political and 
economic structure. 

This development was the more likely, he thought, since the 
policy of the Social Democratic party was encountering increased 
opposition within the party itself. On the basis of Marxian phi- 
losophy the party regarded the pursuit of the workers’ materialis- 
tic goals as the essential condition for social and economic lib- 
eration. More and more it forgot that striving for socialism 
demands a new spirit; instead it adjusted its thinking too com- 
fortably to the ‘“‘Marxian” law that the huge private industrial 
organizations created by the capitalists could simply be taken over 
in the moment when political power was reached. The Social 
Democratic party believed in the functioning of organizations as 
such; it had not, as Lederer put it, overcome the stage of Prussian 
“sergeant socialism.” (Lederer never shared the common irra- 
tional Marxian belief in an automatic historical law.) 

Thus Lederer was concerned with the immediate political con- 
sequences of the strong economic groupings, with the immanent 
conflict between general political and economic group interests. 
He stressed the necessity of finding a solution in order to dimin- 
ish the force of this conflict, and as such a solution he proposed 
a congress of all economic groups, in which the antagonistic 
economic and social interests would balance one another, leaving 
the general national problems to parliament. Later on, however, 
after the World War, when this suggestion was realized in the 
Reichswirtschaftsrat, which represented the various group inter- 
ests of the single unions, Lederer became very skeptical as to its 
functioning, because the trade unions were not yet developed 
enough to defend their general interests, and were not repre- 
sented by wise enough leaders. The trade unions fought only for 
the specific interests of the single unions, not for the wants of the 
workers as a class or for the consumers’ needs of the total popu- 
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But on the whole Lederer believed that the economic organi- 
zational idea was the strongest force in public life, and that all 
political parties would go through a process of transformation 
in this direction. He foresaw that especially the strong pressure 
of the new “between” groups would lead to a new kind of parlia- 
mentary election—effected through proportional representation 
—in which all economic and social interests would be repre- 
sented. It is true that when this system materialized he deplored 
it because of its consequences for the efficiency of the parlia- 
mentary system, its effect of hampering the formation of a strong 
governmental leadership; but proportional representation did 
succeed, as he had expected, in balancing conflicting interests and 
in transforming the revolutionary ideas of the workers into con- 
crete, evolutionary demands. 

Lederer often admitted that it may be regrettable for an ever- 
growing proportion of the people to be satisfied with such a po- 
litical barter of economic interests—a barter in which the desire 
for general betterment, for a unified philosophy of life, is pushed 
into the background by the immediate claims of daily living. 
Nevertheless he believed that only this way, this awakening to a 
consciousness of the group interest, could stimulate the masses to 
participation in public affairs and arouse in them the spirit for 
action. He held it to be the sacrificing task of the intellectual— 
often unjustly rejected by the labor bureaucracies—to offer 
guidance in this development. 

And his interpretation of the historic task of the intellectual 
was imperative also for himself. Lederer participated in the meet- 
ings of the trade unions, and of the different groups of the middle 
class, not only as a scientific observer and expert but as a great 
political teacher. He gave all his efforts to initiating and formu- 
lating new ways and programs that might lead toward a unified 
trade union policy and a new ideology. It is difficult to show the 
concrete results of his positive initiative and his critical attitude, 
exerted in numerous speeches, conversations and discussions. But 
the respectful welcome accorded his cooperation by the officers 
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and members of the trade unions was in itself proof of the strong 
influence he had upon them. 

Only once, at the end of the World War, when the destruction 
of Germany was imminent, did Lederer become emotional and 
irrational in his political analysis.? Then he believed that a new 
period, a new society, was at hand. The workers, he thought, 
would not cling to their programmatic ideology of state social- 
ism, but—guided by the elite of their organizations and also by 
the white collar workers and the intellectuals—would sponta- 
neously form a new society by establishing worker councils as 
basic units of the economic and political structure. This imme- 
diate socialization would transform the economy into a central- 
ized, planned economic system, abolishing the antagonistic eco- 
nomic group interests. Thus the workers would create a new 
social system in which it would be possible for them to develop 
and win power. 

But his dream did not last long. He quickly recognized that the 
workers’ organizations were not mature, were not unified under 
a common ideal. Their members were not sufficiently educated, 
and they lacked leaders with foresight and constructive ideas. 
Lederer wrote later on: “In 1918 . . . everything seemed to lead 
toward a real revolution. Socialism seemed inevitable . . . But 
there was no strong group of revolutionary intellectuals in Ger- 
many. The labor movement, nominally based on a revolutionary 
creed, was in fact a trade union movement” (without an adequate 
ideology of its own). . . . “It is characteristic of this revolution- 
ary period that the economic decrees of the government were con- 
cerned only with trade union demands . . . The revolutionists 
believed—as far as they thought at all—that the army is the in- 
strument of the state and that therefore the only necessity is to 
seize the state. But to do this without knowing what government 
really means is only to give a new name to an old situation.” In 


2 At this time even Lederer became a member of a political organization—the 
Independent Socialist party. When this group rejoined the old Social Democratic 
party he remained a party member but an inactive one. 
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Germany, because of this situation, the army and the bureau- 
cracy remained powerful institutions even under the socialist 
majority. 

After this experience Lederer could be seen once more in the 
meetings of the trade unions, resuming the role of political 
teacher, helping in the formulation of economic, social and po- 
litical programs. In the time of the German republic many of 
the “Free Trade Unions’” proposals for economic democracy, 
for partial socialization and other such measures revealed un- 
mistakably the influence of Lederer’s political leadership. But all 
these later activities were overcast by the sadness of resignation. 
From political discussion Lederer retired more and more to his 
desk, giving his thoughts to the problems of economic theory and 
to his sociological studies. 

Once again, however, when the great depression shook the Ger- 
man social and political structure, Lederer became politically ac- 
tive. He became the great monitor, stressing over and over again 
that the chief problem of this depression was not to balance the 
budget or to pay the debts, but to concentrate all forces on the 
solution of the unemployment situation in order to prevent it 
from leading to a political disaster. He emphasized that it was not 
enough to allow the unemployed a minimum standard of exist- 
ence in the form of a minimum cash relief, or even to grant, in 
addition, cheaper foodstuffs and coal on the basis of a two-price 
system. It was equally necessary to make it possible for the idle 
men to keep up a minimum social standard, in other words, 
proper clothing and housing and some possibility of entertain- 
ment. In his last booklet published in Germany (Planwirtschaft, 
1932) Lederer offered his plan to establish a separate production 
sector for the unemployed. The municipalities, he suggested, 
should take over the idle factories and the unused raw materials 
and place them at the disposal of such centers of production; the 
railroads, postoffices and public utilities should grant free services, 
so that the organized groups of unemployed, especially those in 
occupations which were scarcely fitted for public works (such as 
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the shoemakers, tailors, radio mechanics, barbers, cabinetmakers) 
could work for one another’s needs on a basis of payment in kind. 
This would prevent the unemployed from loitering in the streets 
and from becoming seduced by demagogues and their marching 
columns; and it would serve to keep them faithful to their trade 
unions. 

Thus even in these final proposals, which essentially were mere 
emergency measures, Lederer adhered to his basic principles. 
Here again he stressed the necessity of considering the special 
social-economic interests of a large group, the unemployed, and 
of creating an organizational frame by means of which these in- 
terests could be incorporated—politically as well as economically 
—into the total social-economic structure of the nation. 


Sociology 


In his diverse sociological essays Lederer reexamined economic 
and sociological theories in the light of the shifting situations of 
our times. By thus confronting theories with social reality he not 
only served the scholar’s task of continuously reestablishing scien- 
tific truth but also fulfilled the political responsibility of one who 
remains true to a militant faith in the evolution of society through 
enlightenment. 

This double intention is illustrated in Lederer’s recognition 
and analysis of the new middle classes. Here his political purpose 
was to attract the white collar worker to the trade union move- 
ment and to progressive social action, and his intention, as a 
scholar, was to reexamine Marxian theory in the light of the 
actual social development. His studies of the rapidly growing 
groups of technical, organizational and bureaucratic employees 
led him to the conviction that the Marxian theory of an inescapa- 
ble polarization of capitalist society was not borne out by the 
facts. He found that, despite their economic conditions, which 
only in the higher ranks were different from those of labor, de- 
spite the fact that, like labor, they were separated from the means 
of production and were victims of the business cycle, these groups 
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were separated from the working class. Their attitude regarding 
social position, the environment in which they worked, the office, 
their contact with officialdom and ruling businessmen, their train- 
ing and education, made of them a new middle class, one ad- 
justed to the conditions of a technical and rationalized world. 
Lederer’s analysis of these groups not only revealed the complex- 
ity of the social structure; it also showed that the social self-inter- 
pretation of groups is sociologically more important than bare 
economic facts. 

This way of investigation was elaborated most systematically in 
Lederer’s analysis of the social-psychological constitution of the 
present era. Here he presented the thesis that the psychological 
element in any period is decisively affected by influences emanat- 
ing from the social sphere. “It is up to sociology to characterize 
the peculiarities of a situation in which individuals of a class are 
placed, and to inquire how an individual’s actions and aims, with- 
out regard to his individual character, are colored and influenced 
thereby.” In this formulation he covered two methodological 
purposes. First, he asked for a sociological interpretation of his- 
tory, that is, for an understanding of the individual character of a 
situation or of a social action, by finding the social frame of ref- 
erence. Second, he asked for analysis of the ways in which the 
various types of economic and social relationships determine so- 
cial action. These changing alignments of social forces condition 
the possibilities of the types of man in different societies, quite 
independently of any group’s particular position on the social 
ladder. 

Thus such ideas as “national character” and “historical epoch” 
are not metaphysical hypotheses but genuine sociological con- 
cepts. The attitudes of a people, as of each group that composes 
it, are indeed quite different in different countries and civiliza- 
tions, in accordance with the prevailing social and cultural and 
historical peculiarities. These social relations and conditions that 
determine the individual character of situations and structures 
make possible certain types of behavior and exclude others. 
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In this analysis Lederer continued the method applied in his 
research on the salaried employees, showing how far the general 
economic situation affects psychological attitudes and brings about 
transformations which have a general effect upon the individual's 
consciousness without regard to his particular economic position. 
The increase in the number of dependent employees, resulting 
from technological development and the rapid growth of ration- 
alization, has remarkable significance in the psychological atti- 
tudes of large parts of society. The mobility of our industrial 
world has brought about rhythms of living which are derived from 
the duration of the working contract (year, month, week), and the 
general trend toward brief waves of employment promotes the dis- 
sociation of the individual from his environment. In this situa- 
tion property loses, contract gains, in importance. The psycho- 
logical attitudes of both worker and employee are profoundly 
affected by the permanent insecurity of their rhythms of living, 
a situation which goes far toward explaining their lack of moral 
strength and their loss of a sense of reality. Abstractness and dis- 
ruption of the continuity of life create new longings, new social 
aims. The universal trend toward insurance, that is, toward se- 
curity, becomes a characteristic feature of the thoroughly organ- 
ized capitalistic society. 

Thus the instability and narrowness of industrial society are 
caused only indirectly by the expansion of the processes that sep- 
arate workers from the means of production. The psychological 
realities of modern man have been created not by the economic 
process itself, but by its social implications—the arbitrariness of 
the rhythms of living, the specialization of technical experts, and 
the narrow horizons of unskilled workers. Lederer concluded this 
thorough analysis of the specific nature of modern man with the 
statement that “the social character of an age determines the struc- 
ture of its social edifice, its ground plan as it were, which arouses 
our interest, irrespective of the substance of the building mate- 
rial.”” This article, which would be worthy of Veblen’s vision and 
of Simmel’s delicate and subtle methods, is a remarkable piece of 
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“depth sociology,” carefully elaborating a concept of “social de- 
termination” which breaks down “economic” conditions into 
their concrete relationships to legal, intellectual and cultural con- 
ditions. 

It was in accordance with this refined concept of social deter- 
mination that Lederer, in his writings on political parties, pointed 
out that the pressure of economic elements on political institu- 
tions could increase so greatly because of the parties’ isolation 
from the actual social alignments. From as early as 1910 he 
watched carefully the slow but unmistakable development through 
which economic pressure groups came to control political parties. 
It was not only through financial support of campaigns by inter- 
ested groups that this development occurred. The total relation- 
ship between political ideas, political parties and economic facts 
was confused, a symptom of a revolutionary situation at the bot- 
tom of society. It is not by chance that Lederer titled one of 
these articles ““Through Reality to the Political Idea,” for only 
the total understanding of the levels of social reality can disclose 
the strength of those ideas which might integrate groups and 
classes into social unity and establish social equilibrium. This 
interplay of economic and political forces finds its most significant 
expression in the techniques of political action, but the integrat- 
ing and organizing influence of such action has shifted from the 
assemblies of the political parties to the smallest unit of social 
groups, the cell in the factory, the office, the store. Here political 
life is actual. In the workshop, in the everyday comradeship of 
action and endurance, the spark of political unification springs 
up. The meetings of the political parties lose their concrete sig- 
nificance and become only symbols, without the excitement of po- 
litical combat and responsible discussion with opponents. This 
development, with its inherent dangers for democratic patterns 
of life, was clearly foreseen in Lederer’s political articles. 

His attempts to discover the typical relationships within the 
context of modern society are evident also in many other studies 
—perhaps especially in his reexamination of the class struggle and 
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the problem of violence, and in his analysis of revolution in mod- 
ern times. But in all these sociological writings the thesis recurs 
that what determines the patterns of human conduct in society is 
the totality of social forces, that is, the economic and technolog- 
ical institutions, in all their legal, political, intellectual relation- 
ships. 

It was in his acute awareness of these relationships, his subtle 
perception of meaningful differences, that Lederer proved himself 
artist as well as scholar. And always he possessed the scientific 
balance not to claim finality where none is justified. Time and 
again he stressed the point that sociological research can do no 
more than define the particular conditions under which some 
tendencies are likely to happen while others are not. Sociological 
analysis can afford only a knowledge of conditions, their power 
and reality. Such knowledge permits us to forecast the possible 
and the impossible developments, to decide which might be pro- 
voked and which prevented by these objective conditions. There 
is no doubt that this refined formulation of the Marxian socio- 
logical method was influenced by neo-Kantianism, in particular 
by Max Adler and Rickert. But it signifies how far Lederer was 
aware that in spite of the range and power of social determination 
there is still some flexible margin for spontaneous action and per- 
sonality. This combination of liberal and socialist elements is a 
characteristic feature of Lederer’s contribution to sociology. 

In addition to his essays dealing with the interaction of social 
relations and institutions, Lederer once drafted the outlines of a 
sociology of art. This draft, referring particularly to painting and 
poetry, is highly suggestive for the future development of this 
division of sociology. Its principal methodological characteristic 
is its modest and cautious restriction in the interest of the aes- 
thetic values themselves. Repeatedly he remarked that from the 
sociological perspective there is no approach whatever to the na- 
ture of aesthetic perfection, of aesthetic values and principles. 
These are given data for a sociologist. His interest is only in their 
realization in the social process, a realization that takes place if 
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they correspond to the social structure and its conditions. The 
sociologist, in other words, may understand and explain only the 
change of content and of forms, the vanishing and rising tenden- 
cies as determined by the changing elements of the totality of 
social forces. 

The systematic merit of this outline is its specification of three 
sociological problems in regard to art. There is first the problem 
of the public, its tastes, imitations, traditions, a sociological prob- 
lem by its very nature. In addition Lederer delineated two fur- 
ther areas of analysis: the sociological implications of styles and 
schools; and the sociological problem of the man of genius. For 
both of these problems the rise of a specific group of professional 
critics is of the highest sociological significance. This sphere of 
professional criticism influences the tempo of artistic develop- 
ment, the standards and the varieties of artistic production, in 
particular, the evolution of style and of established schools. The 
man of genius, however, with a vision which anticipates a new 
world, recognizes new problems beyond the pale of the schools. 
Lederer’s analysis of expressionism illuminates this type of aes- 
thetic radicalism as a product of atomistic urban civilization and 
of the emptiness that is inherent in a rationalized, technological 
culture. 

The contribution which Lederer made to sociology reached its 
climax in his last book. Here, in consideration of the actions and 
intentions of the totalitarian state, he reexamined socialist the- 
ories regarding collectivism and the classless society. And his 
analysis of the social function of articulate, responsible group 
organizations, as opposed to amorphous masses, makes this work 
not only an eminent contribution to sociology but also an endur- 
ing confession of faith in the ideal of freedom and a world 
planned for freedom. 

Lederer’s sociological work as a whole reveals the untiring 
efforts of a pioneer who cuts new clearings in the wilderness, 
eager to discover new perspectives. These writings bear witness 
to the intellectual integrity of the scholar who never ceases to re- 
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examine theories in the light of new experiences and new aspects 
of social change. And this unceasing discipline in confronting 
theories with realities was a basis also for his struggle for the vic- 
tory of truth and for the organization of a more intelligent and 
enlightened world. Enlightenment, and the courage to seek it— 
these were the guiding stars of the last liberal socialist. 


The Far East 


Emil Lederer’s success as scholar and teacher may be ascribed to 
a rare combination of talents. His penetration of difficult eco- 
nomic complexes alone would have won the admiration of spe- 
cialists in his field; but unlike other theorists he was not content 
to use his exceptional intellectual gifts merely to clarify concepts 
and chains of economic causation. For him, no problem was ade- 
quately stated in symbols unless its comprehension rested on a 
complete understanding of the human realities of which it is 
composed. Keen observation of the facts and unbiased interpreta- 
tion of motives were characteristic attributes of all the work he 
performed. 

His almost poetic ability to discern and to expound the essen- 
tial psychological dynamic in any situation of interest to social 
science is most completely revealed in the study of modern Japan, 
written after two years’ residence in that country, in collabora- 
tion with Emy Lederer-Seidler, and originally published in Ger- 
many, in 1929, under the title Japan-Europa—Wandlungen im 
Fernen Osten. In revising it ten years later for publication in 
America—Japan in Transition, 1938—Lederer added new ma- 
terial to bring up to date his account of the growing inner con- 
tradiction of the Japanese economy; yet the chapters dealing with 
the historical and cultural background needed little revision. 
More comprehensive studies of that subject have appeared since 
Lederer’s book was first published, notably G. B. Sansom’s Japan, 
A Short Cultural History, and have filled larger frames with 
ampler arrays of particulars. But the Lederers’ picture, like a 
sketch from a master’s hand, gives in a few strokes the lifelike 
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features of a civilization which no previous writer had been able 
to make plausible to western readers. 

In fact, Japan in Transition is, at the least, a good preliminary 
answer to those students of Japanese affairs who, unaware of 
underlying causes of difference, feel that Japanese and foreign 
ways of looking at human life are irreconcilable. Lederer saw no 
mysterious force at work in the shaping of the social concepts 
which he found in Japan, and no difference in the mentality dis- 
played in business or government, East and West, which a little 
earnest effort could not explain. His sound knowledge of the 
economic history of Europe helped him to overcome the psycho- 
logical barrier to understanding which has led so many foreign 
writers to exaggerate—sometimes to the point of caricature— 
the distinctions between oriental and occidental ways of think- 
ing. He learned that neither are the Japanese ‘‘steeped in mediae- 
val superstition” nor, on the other hand, have they entirely 
emancipated themselves from feudal relationships and the social 
attitudes that go with them; and he learned why this is so. 

There are, indeed, “special values that the Japanese feel com- 
pelled to follow’; but they are either values that are not unknown 
in other civilizations or values that can be traced to unique natu- 
ral conditions and national experiences that spring from them. 
Lederer found that to measure the objectives and motivations of 
Japanese policies entirely by western standards leads to error; 
but not to measure them at all and to explain them lightly as a 
product of obscure convolutions in the mental equipment of the 
Japanese leads to the frustration of any attempt to understand 
what is going on in the island empire. 

Japanese writers have contributed not a little to the confusion 
of western interpreters by referring to patriotism and other loyal- 
ties shown by the Japanese people as though they had a peculiar 
God-given quality denied to western comprehension. But it is 
natural, Lederer shows, that a people limited in its resources, 
and historically dependent on close group cooperation for the 
amenities of a relatively high standard of living, should develop 
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to an exceptionally high point those codes of ethics and of man- 
ners that correspond to these basic conditions, and that old tradi- 
tions should cling to them longer than to other peoples which 
had only broken remnants of feudalism to lose in the solvent of 
modern capitalism. 

With his eye for essentials, Lederer found that the concentra- 
tion of control in the new state structure of Japan was bound 
to slow up the disintegration of family, clan and caste—the more 
so because the state had historically relied on these more intimate 
bonds as means to check the ambitions of powerful nobles and of 
particular classes. Thus it was that, with the Restoration, the loy- 
alty of the knights to the shoguns, and that of the common people 
to their immediate overlords, was by every available pedagogical 
device transferred to the emperor. 

The onesided character of Japan’s industrial development, 
arising from the fact that the whole of her modernization was pri- 
marily motivated by the desire to build up the nation’s military 
power, gave Lederer another explanation for the distinctive char- 
acter of Japan’s social life. The building trades and the manu- 
facture of clothing, furniture, ceramics and many other commod- 
ities for use, which elsewhere employ large numbers of workers 
in fully mechanized factories, have in Japan remained for the 
most part within the realm of handicraft. As a result, a much 
larger proportion of the working population than in other coun- 
tries passing through the same phase of capitalistic growth have 
remained unaffected by the influences exerted by modern indus- 
try on thought and feeling. And because there was no revolution- 
ary change in the standard of living, the people in general, as 
consumers, have remained subject to the stimuli of a tradition- 
bound environment. 

Lederer was not content merely to note such general social 
causations as these. Wherever his curiosity detected a clue to a 
possible secondary factor of importance he tried to isolate it and 
examine its working, no matter how far such effort might take 
him outside the customary routine of the social economist. Thus 
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he came to inquire into the function of the Japanese script, orig- 
inally borrowed from the Chinese, as another powerful means of 
conserving the cultural heritage. Although the language is con- 
stantly growing, and now includes many thousands of words of 
recent foreign origin, the oriental script continues to condition 
thinking; and imported ideas, instead of disrupting the tradi- 
tional thought process, become themselves transformed in their 
adaptation to it. (This, incidentally, explains why it so often 
happens that educated Japanese who appear to possess the ability 
to express themselves fluently in a European tongue nevertheless 
invest familiar words and phrases with obscure meanings.) 

Lederer perceived that the precarious balance between old and 
new which he observed in Japan could probably not continue 
much longer—especially with the forced expansion of foreign 
trade and of machine production that set in with the unusual op- 
portunities which the World War offered for securing larger for- 
eign credits by these means. He foresaw that before long the indus- 
trial proletariat, hitherto too close to its source in the peasantry 
to achieve a distinctive class consciousness, would through the 
force of circumstances tend more and more to reject the structure 
of social valuations built by the revived empire on its feudal 
foundations. Precisely because a genuine modernization of the 
spirit has for so long been held up, the change from traditional 
to modern ideas and attitudes threatens to become catastrophic 
in its consequences. 

In short, Lederer was one of the first to recognize that the ex- 
pansionist policy of the Japanese state—even more fully devel- 
oped when he revised his book than when he had written it ten 
years earlier—would not succeed unless its speed could be ar- 
rested and the policy itself, in some of its vital phases, adjusted 
to genuine international cooperation, and that even if it were 
once more brought closely in line with the relatively moderate 
aims associated with the name of Shidehara, it probably could 
not offer an adequate solution for the growing disparity between 
the production and the enjoyment of the national wealth. 
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“It may well be,” the book concludes, “that the only possible 
solution for this nation is to transform itself into a new Japan that 
will have nothing in common with the old except a name.” 

To those who knew Emil Lederer as a coworker in the inter- 
pretation of oriental history and current events, he was a constant 
source of illumination. His kindliness and his sense of humor 
saved him from the all too common error of attributing to a peo- 
ple as such, or even to its rulers, unfavorable characteristics 
merely because their present political behavior might be regarded 
as antagonistic to the world movement for peaceful cooperation. 
In this respect he was a better socialist than many of those who 
draw on the socialist classics for campaigns against greed and cor- 
ruption conducted more to release emotional fervor than to shed 
light into dark places. His sound scholarship was reflected in every 
judgment he expressed and gave his entire work a tinge of toler- 
ance and compassion. 
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IN QUEST OF A PROGRAM FOR 
AMERICAN PROGRESSIVISM 


BINGHAM, ALFRED M. Man’s Estate. Adventures in Economic Dis- 
covery. New York: Norton. 1939. 480 pp. $3. 

PARKES, HENRY BAMFORD. Marxism: An Autopsy. Boston: 
Houghton Mifflin. 1939. 300 pp. $3. 

Mr. Bingham and Professor Parkes have, in their two recent books, 
outlined quite divergent programs for American progressivism. Both 
of them, however, have used a critique of Marxism as their point 
of departure and frame of reference, which testifies to the deep impres- 
sion Marxism and its problems have made on America during the 
last decade. The two books are also made similar because they are 
conditioned by the same real forces. Both authors are aware of the 
same defects in our present system, and both adopt the Keynesian 
interpretation and therapy for these defects. But this does not make 
their views coincide. While both are convinced democrats in the best 
American tradition, they differ on the course which American democ- 
racy should follow in the future. Parkes is quite radical in his demo- 
cratic individualism and displays a very uncommon degree of common 
sense in formulating his doctrine of liberty and property for all, and 
much originality and ingenuity in working out the institutions of his 
individualistic-cooperative commonwealth. Bingham distinctly favors 
democratic collectivism, although of a non-proletarian and non-equali- 
tarian type. The importance of his work lies not in any claim to origi- 
nality, which is quite far from his purpose, but in the discriminating 
judgment with which he has drawn together present tendencies of eco- 
nomic legislation into a coherent and practicable whole. The two 
authors can thus be seen to be representative of the two main currents 
which we would expect to find in American progressivism. 


Bingham, author of Insurgent America and founder and editor of 
Common Sense, presents the reasons for his program in autobiographi- 
cal form, as a narration of his “adventures in economic discovery.” 
There is nothing in the book of the snobbery which might be expected 
in an intellectual autobiography of a man of some thirty years of age. 
An exemplary modesty animates the entire book and makes it clear 
that the author writes his own story not because he believes he is 
unique but precisely because he regards himself as average or typical 
and wants his fellows to profit by his intellectual adventures. Nonethe- 
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less this approach is, in my opinion, not likely to prove an asset to the 
book. The author himself is much too conscientious simply to substi- 
tute a vague approximation for a strict formulation of matters highly 
technical and precarious. The autobiographical chapters serve only to 
lead up to and give a background to the technical chapters, with the 
result that the technical chapters are in no way made simpler. Instead 
the reader, before reaching the safe shore of the truth as now seen by 
the author, must first travel with him through all his former errors, 
illusions and conversions—and those detours constitute at least a third 
of the length of the entire big volume. The impatient reader should 
not let himself be deterred by these autobiographical chapters; he 
should just skip them and find ample reward in studying the argu- 
ment proper. 

Behind this personal approach is the strong influence which the doc- 
trine of semantics has exerted over Bingham for some time. This doc- 
trine is designed to break through the “tyranny of words” to the actual 
core of reality, where there is neither “cold” nor “warm” and where 
there are no “cows” but only a cow and another and different cow. 
Self-criticism, of course, is the lifeblood of thinking and learning. The 
most scrupulous examination of our usage of words is vital for any 
scholarly work and has for thousands of years been systematized by the 
critical philosophy of knowledge and language. I am not competent to 
judge whether the degeneration of a critical appreciation into an out- 
right calumny of thought and language has ever at any time in western 
civilization been so successful and audacious as in recent decades. What 
I do know is that the recent outbreak of the disease in this country 
repeats all the symptoms which were familiar a generation ago in its first 
outbreak in Europe—aptly enough, in Germany. There it took two 
decades to bring out the logical conclusion anticipated in the approach, 
namely, that if it is an unwarranted generalization to speak of cows, 
it is absurd to use such intangible and unrealistic words as truth or 
justice or democracy. Our brains are so constructed as to think in 
words which serve as symbols of concepts, which in turn must be more 
or less abstract. Facts can find no way into our thinking except through 
the mediation of words; we do not know what a “fact” “really” “is.” 
It is therefore only logical that those German economists who acted 
as protagonists in the battle against “the tyranny of the word” and for 
“emancipation from the word”—these German book titles accurately 
anticipated recent American titles—early embraced the Nazi creed of 
anti-intellectualism, of thinking by means of racial blood or some other 
magic which is supposedly “real,” that is, tangible, while theoretic 
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thinking is unreal. The story is as old as the Old Testament: the cease- 
less struggle between the magic of the tangible gods, sex, war, com- 
merce or whatever else, and the invisible “abstract” God, who is Spirit. 

We may indeed say that it is quite innocuous to deny theoretically 
the existence of God as long as we continue to believe in Him, because 
it remains natural to us to recognize as binding the spiritual standards 
emanating from Him. Certainly Bingham is very conservative in the 
use he makes of the new magic of semantics and he explicitly professes 
his belief in a humanism deriving from Christianity. But we are here 
interested, not in the personal confession of a humane personality, but 
in the logic of the instrument of semantics which he uses. It is any- 
thing but genuinely American, as indicated above. But it must readily 
be conceded that American positivism is technically predisposed to 
adopt this instrument, that is, to undermine the traditional American 
belief in right and reason by questioning it in terms of tangibility. This 
is precisely what Bingham does, for all his humanism, and it must 
therefore be included in the unqualified praise which such leaders of 
American thinking as Charles Beard and John Dewey have heaped on 
the book. 

The “real” thing in our technical world is, of course, economics. 
Positivism is adjacent to, and historically an element in, historical 
materialism. And like historical materialism, Bingham’s economic posi- 
tivism might be perfectly tenable if it were properly qualified. It 
remains true that it is the economic crisis which is responsible for the 
destruction of civilized government in some countries and for the threat 
to it in others. For the “superstructure,” while it is the thing that mat- 
ters and makes life truly human, requires a certain minimum of sta- 
bility and security of life as such, and these depend on the functioning 
of the economic system. Men are goaded into all sorts of atrocities by 
the menace of mass starvation. Unfortunately the reverse is not true. 

Bingham infers that by restoring the minimum of economic security, 
no matter how horrible the means used, civilized government too would 
be restored. He ignores the simple logical truth that a condition may 
be indispensable and still in itself insufficient to bring about the 
desired end. Thus he combines the plain expression of his horror at 
Nazi methods with the most perplexed outlook into the future of the 
countries directly affected. Following are some highlights of his inquiry 
into the international muddle, in a book finished in March 1939: “Why 
is Soviet Russia so obviously a force for peace . . . whereas the fascist 
powers seem addicted to war? . . . The kind of national collective 
economy they all are building within their own boundaries is capable 
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of successful achievement only when those boundaries enclose enough 
natural wealth. . . . If and when Germany obtains full control over 
the . . . resources of the Danube and the Balkan States, Germany may 
become as much a status quo power as the Soviet Union” (p. 427). “It 
is certainly too early to say that [German] fascism cannot return to a 
humanistic view” (p. 435). “However limitless Hitler’s own dreams may 
be, there is no reason to suppose that in the economic logic of history, 
Germany’s appetite for conquest is limitless” (p. 428). 

The economic logic of history! It does not seem to have occurred to 
Bingham that there is no economic logic in any man’s desiring an 
income of more than, say, $50,000 or $100,000, because he cannot eat 
more than a limited quantity of even the finest food, or wear more 
than a limited number of smart clothes at a time. Actually we know 
that the consumption of even the wealthiest and most successful stops 
far short of the physical limits thus described, but the nearing of those 
limits does not in the least slow down their drive to profit. The motor 
that drives them must be transcendent to physical needs; the drive to 
power, whether in the economic form of profit and capital or in politi- 
cal, military or any other form, knows no inherent physical limitation. 
Thus the mere definition of capitalism, which is an economic phe- 
nomenon, controverts Bingham’s reliance on the sweet reasonableness 
of the economic logic of history as a whole. 

What is even more perplexing than his poor judgment on foreign 
affairs is Bingham’s interpretation of fundamental facts of American 
history. To one brought up in the continental tradition, America has 
one great and decisive revelation above all others—that political power 
on a scale of world history can be established, and has here been estab- 
lished, by voluntary agreement. In other words, democracy is not attain- 
able only after a preliminary period of coercion during which the 
people become accustomed to its orders, but is an original creative 
principle. Optimism, for this reason, is as natural to the American as 
pessimism is to the European, whose history seems to teach that in 
order to achieve anything new a coercive power must first be imposed 
on the old elements, until they are remodeled. This idea assumed its 
most drastic form in the Lutheran theory of the state, and was passed 
on to Marxism, where ruthless dictatorship is the prerequisite to final 
liberty and justice. 

Bingham, in advocating an international organization of the nation- 
ally divided planned economies (p. 431), sees “no possibility of eco- 
nomic stability in Central Europe except under either communist or 
fascist control. . . . The objection that such a unification will involve 
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sh the destruction of lesser nations . . . is not logically tenable, espe- 
er cially by Americans. National sovereignties are not worth preserving 
Ly for their own sake; otherwise why are we so willing to accept the fact 
It that the ‘sovereignty’ of the ‘states’ of the United States has been 
a gradually reduced to nothing since 1776?” The states of this union gave 
Ly up their rights because their citizens so willed it; the limitation of the 
y; rights of any one state was balanced by the same process in every other 
state. Unification of central Europe under German fascism, on the 
oO other hand, proceeds along the lines of the German theory of Lebens- 
n raum, according to which those peoples who happen to live in space 
it destined for Germans must be expelled or exterminated. This distinc- 
e tion is “not logically tenable” in the opinion of our American demo- 
crat; the extermination of the Poles, in this view, is essentially on an 
s equal footing with the founding of this union. Does he really mean 
this? Why does he say it? And why does it find the unqualified approval 
of Charles Beard and John Dewey? 

More academic but hardly less annoying is the chapter, numbering 
fifty pages, on Marxian economic theory, which Bingham surprisingly 
contends has been largely ignored by critics, in contrast to the vast 
attention focused on Marxian philosophy and doctrine of the state. 
Lack of space prevents me from giving a detailed criticism of Bing- 
ham’s objections to the Marxian theory. I believe, and have substan- 
tiated the belief in various writings, that the Marxian value theory is 
untenable and a grave obstacle to any intelligent approach to our 
troubles. But when Bingham proclaims that the Marxian concept of 
value is the shadow of a non-existent black cat in a dark room, a critical 
reader may conclude from the many inaccuracies and inadequacies— 
and the lack of generosity—in Bingham’s polemic that Marx may after 
all be right. 

I have devoted much space to the defects of the book, because its 
importance and representative character are such as to make even its 
defects important and representative. The importance of the book is in 
the field of the theory of world economic policy. There are two quite 
admirable sections in the book. One is a survey of converging economic 
institutions in various civilized and half-civilized countries, presented 
independently of their forms of government (pp. 97-231, omitting some 
autobiographical sections). The other is the projection and completion 
of present trends in American economic policy into a coherent program 
(pp. 316-416). While nothing in these chapters is really new, nowhere 
have I found so much first-hand experience combined with such bal- 


anced judgment. 
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Bingham’s chapter on Russia is splendid. It gives a vivid account of 
the four stages through which Soviet economy has so far achieved its 
amazing career: moneyless communism, “New Economic Policy,” the 
Five-Year Plan without a proper pricing mechanism, and finally the 
gradual introduction of market calculation into the execution of the 
plan, not in a dominant position but as an effective control apparatus. 
It seems to me that there is too little emphasis, in this last section, on 
other shortcomings in the capital calculation and on their inevitable 
consequences in distorting the structure of production. But the presen- 
tation of the financial procedure in planning and the numerical ap- 
praisal of achievements and failures are as lucid and instructive as any 
to be found in the literature on Russia. 

What this chapter contributes to the general thesis of the book is the 
proposition that, while a calculation in terms of purchasing power is 
indispensable in any system, the Soviet system has the advantage that 
spontaneous fluctuations in purchasing power, and their reflection in 
output and income, can no longer occur. The regulation of purchasing 
power, the withdrawal of funds from the consumer goods markets by 
means of taxes and loans, and the use of these funds to pay for planned 
investments, transform the market from a despotic ruler into an obedi- 
ent servant, in charge of controlling such factors as the relative sizes of 
industries and the way in which labor and materials are allocated. 
(Bingham’s outline of the function of profit in this system is by no 
means clear; he disregards the fact that the realization of profit in any 
particular industry depends primarily on the regulation of its output 
sufficiently short of demand.) 

The chapter on the fascist economies is equally good and leads to a 
similar conclusion. It is based on a point which is central to the book— 
that ownership is no longer essential for economic control. Berle and 
Means have made this amply clear; but their emphasis was rather on 
the de-democratization of capitalism through corporations than on the 
positive expedients opened up by the separation of ownership and 
management. Marxists have also discussed this development, but their 
point of view was that with the assumption of control by the manage- 
ment, ownership becomes a mere adjunct to production and can be com- 
pletely ousted without affecting any productive function. Bingham 
draws the precisely opposite conclusion (as Parkes also does) that it is 
control and not ownership which matters, and that there is no need for 
antagonizing the holders of modest property rights and income titles if 
we wish to control production. As Bingham significantly puts it, the 
distinction between capitalism and socialism is blurred and loses its 
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meaning. The Marxists triumphantly point to the restoration of some 
big banks to private owners as proof that fascism represents the rule of 
big business. Bingham uses the same observation as an indication that 
the sale of shares does not affect the firm grip of the fascist government 
on the credit system and serves only to bring additional money into 
the coffers of the government. Profit, under both communism and fas- 
cism, is a device to keep down consumption and, like loans and taxes, 
is channeled into investments decided on by the government. 

Bingham’s world survey next describes how “democracy stumbles 
into planning,” in Scandinavia (where it has stumbled least), in France, 
England and the United States. The tendency toward planning in the 
United States, according to Bingham, is developing under four head- 
ings: first, an industrial organization such as we had, on too ambitious 
a scale, under the NRA and have now under the Wagner Act and the 
more successful AAA; second, the autonomous public corporation with 
or without private stockholders, such as the TVA and the very differ- 
ently organized RFC; third, the control of money and credit, imperfect 
though it still is; and fourth, the policy of “governmental invest- 
ment,” also still imperfect. Bingham considers these devices as sign- 
posts on the way to greater consistency and efficacy. He follows Keynes 
in holding that an underlying evil of the system is its permission of 
free savings and its dependence on a sufficient stimulus for new invest- 
ments to absorb them; and he describes how the required amount of 
investment is supplied in Russia, Germany and, less consistently, in the 
United States. He argues that no totalitarianism and no socialization is 
needed to operate such a system, and he makes ample use of the idea 
of automatic controls to curb the arbitrary power of authorities, as 
developed by the modern theory of socialism. 

This brings us to the interesting topic of monopoly, which is a moot 
question in two schools of New Dealers. Bingham argues that what is 
wrong is not monopoly as such nor the price stability it gives rise to, 
but rather the division of the total economy into a monopolistic (al- 
though for the most part imperfectly monopolistic) half, and a com- 
petitive half. He deems it impossible to do away with monopoly in the 
industrial giants on one extreme and in the local stores on the other 
extreme. 

Bingham therefore suggests that the problem may be solved from 
the opposite direction, by making all prices “administered prices,” dis- 
tinguished from existing administered prices in that they are to be 
administered intelligently. Profits would indeed be higher than under 
competition, but, from the point of view of the functioning of the sys- 
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tem, this raises only the question of what use the profits should be put 
to. That the monopoly price proves far more rigid in a depression and 
therefore leads to a far larger reduction in output than the competitive 
price, is no objection to a plan which is centered on the prevention of 
depressions through control of investments. Stable wages go hand in 
hand with stable prices. Stability must not of course be allowed to 
degenerate into inflexibility, nor profit into exploitation. This must be 
prevented by full information on the condition of the market, experi- 
mentation in the opening up of new markets at lower prices, and gov- 
ernment “‘yardsticks.” 

These suggestions contain no price theory proper and require a fuller 
elaboration to make them workable. They are, on the other hand, con- 
siderably more specific than Ezekiel’s original proposals, from which 
Bingham’s practical ideas have been derived. Ezekiel replaces discus- 
sion of price policy with discussion of the composition of the industrial 
boards in charge of price policy; his reliance on consumers’ delegates to 
balance the producers’ interests, with management and labor united, 
ignores the disastrous European experiences with just this device. Bing- 
ham, although he also gives no price theory, at least indicates the direc- 
tion in which it should be sought. 

Ezekiel’s program of industrial expansion—the core of which is that 
the government should act as a clearing house for giving to any indus- 
try the expansion promises of other industries, thus insuring it a suffi- 
cient market for its own expansion—is in Bingham’s opinion no 
longer so important as it was when these discussions began. As soon as 
there were a reasonable guarantee of stability on a high level, as a result 
of public investments taking up the slack of private investments, we 
would not need to bother about the expansion of any single industry 
or of the whole of industry. Although he leaves the minor banking 
services to private banking, he holds that public investment con- 
trol should go the entire distance to public investment banking, which 
could be accomplished by selling government securities to the saving 
public and seeing that there were adequate protection of the public 
interest in the private enterprises financed out of that money. This 
naturally raises the question of lack of business confidence, with its 
implications of hoarding and fear of inflation. With these dangers 
Bingham would cope in two ways: by levying taxes and other checks on 
hoarding (using Dahlberg’s proposals, among others); and by institut- 
ing safeguards against the emptying of bank accounts. And the horrors 
of an unbalanced budget would be mitigated in due course by replac- 
ing the term “public spending” with its legitimate name of “public 
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investment,” and by making separate accounts for normal government 
expenses balanced by taxes, and for self-liquidating projects and such 
other works as enrich the nation by assets of a non-commercial charac- 
ter and may be financed out of borrowing because they increase the tax 
returns. 

Two major questions remain open in this program. One has to do 
with the rate of interest, which, along familiar Keynesian lines, Bing- 
ham says should be driven down in order to stimulate investments and 
increase savings out of the increasing incomes that flow from these 
investments. But this seems to neglect entirely the question of the in- 
centive to save, and it may well be that the low rate of interest would 
drive savings either into spending, which would stop investment once 
full employment had been attained, or into hoards, despite the penal- 
ties thereon. The government could then continue to issue additional 
money, of course; but it would soon become difficult to speak of circu- 
lation if the additional money were piling up in additional hoards, 
and the picture does not appear too reassuring. 

The second point concerns the relationship of the public and private 
sectors of the economic system. Bingham takes great pains to preserve 
the cherished ways of life of the people, and there is no doubt that ad- 
herence to private property is included in these ways. There are, how- 
ever, two threats to its survival in his program. One ensues from public 
control of private investments, which can hardly fail to lead in due 
course to public control of private industry. The other is the extension 
of the public works program to offset the slack in private investments 
and to secure full employment. Everything depends on the delimitation 
between the public and private sectors. If the public works were defi- 
nitely restricted to non-commercial ventures we might soon be over- 
supplied with roads, parks and hospitals and yet remain badly under- 
supplied with all the items of a more refined individual consumption. 
If, however, the public sector were permitted to overflow into the pri- 
vate sector, the latter would not long survive. 

Enough has been said to make it clear that Bingham’s economic pro- 
gram is fairly radical, for all its conservative ambitions. His social 
program is considerably more conservative, in that he rejects the idea 
of evening out differences in incomes and wealth. He maintains that if 
wealth is stripped of its power over investments, and employment and 
wage incomes rise to decent levels, wealth will become harmless and 
somewhat boring, and should no longer cause great excitement during 
the gradual process of its fading. This is an original and courageous 
point, as are many others in the book. 
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Professor Parkes, a scholar with an unusually wide range of interests 
and author of books on Jonathan Edwards and on Mexico, is in many 
respects more radical than Bingham, if the word radical is divorced 
from any connection with Marxian philosophy, which he so effectively 
indicts as the chief handicap to democratic progress all over the world. 
The main content of the book, in terms of quantity, is indicated by its 
title, but its importance and value lie not only in the very good critical 
analysis of the adversary’s position! but in its suggestions for a positive 
program. These suggestions follow from the critique of both capitalism 
and Marxism and are to be found in many scattered remarks but 
mainly in the concluding chapter. It is to be suspected that many a 
reader who would be anxious to study such original proposals will not 
look for them in a book which announces itself as purely critical. 

Parkes is by no means blind to the merits of Marxism and the self- 
sacrificing devotion of Marxists. He distinguishes between Marxism, 
which is classicist and a derivation from Christianity, although heretic 
in its reliance on earthly power, and the “romanticist nightmare” of 
fascism (p. 32). His aim is constructive: the correction and amendment 
of Marxian criticism of capitalism, and the replacement of the inade- 
quate Marxian therapy by means adequate to achieve the common end, 
democracy. 

Parkes disputes practically every point in the Marxian diagnosis. 
He doubts the potentially revolutionary character of the proletariat, 
and maintains that as far as there is a revolutionary tendency in labor 
it is not communist but practically the opposite—syndicalist. Normally 
labor is conservative and reformist and leaves the theory and practice 
of revolution to the intellectuals; the revolutionary class in modern 
society is rather the peasants. He holds that in case of conflict the 
chances are all on the side of fascism. Russia is under the rule of a 
new Class, new in terms not only of political power but even of eco- 
nomic advantage; and progress in Russia cannot be credited simply to 
communism, for any modern government would have pushed the back- 
ward country ahead and even under czarism big forward strides were 
made in the years before the war. The disastrous blunders and spas- 
modic reversals of communist policy, not only in Russia but also in 
Hungary, Bulgaria, Turkey and China, are lucidly described; they are 


1It must be said that all sections of the critique of Marxism are not equally strong. 
The weakest point here too is the polemic against Marxian economic theory. But 
these few pages on economic theory matter little because refutation of them does not 
revalidate the theory they assail, and in any case Marxian value theory is not vitally 
needed for the essential Marxian propositions, philosophical and political. 
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rightly blamed not on the fortuitous errors of scapegoats but on funda- 
mental fallacies in theory, mainly in regard to the ignored power of the 
farming population and the supposed coincidence of bourgeois democ- 
racy and dictatorship. Everything in this discussion is richly docu- 
mented and ably formulated. An interesting argument is that the vic- 
torious revolutionary bourgeoisie had no economic connections with 
the displaced nobility, and could for this reason wrest political power 
from the nobles, while labor depends on the bourgeois economy; in 
addition, of course, the rising bourgeoisie was expanding while labor, 
by contrast, is shrinking in numbers. 

On the positive side of the picture Parkes accepts many of the 
Marxian indictments of capitalism, as well as its emphasis on the 
causative force of economic developments in the modern world, al- 
though he rejects, of course, their monistic use in explaining history. 
He sees what Bingham only half sees, that humanism is a dogmatic 
presupposition which cannot be proved by any reference to positive 
and pragmatic experience; and his insight is deep enough for him to 
realize that in important respects there was more freedom in the 
mediaeval than in the modern world. 

The starting point of his program, as of Bingham’s, is the independ- 
ence of management from ownership in modern industry. While Bing- 
ham, however, concludes that government control need not conflict 
with the remaining ownership rights, Parkes proceeds in the opposite 
direction. Liberty requires property as a guarantee of independence 
and self-realization, and the inalienable right to liberty and prop- 
erty does not mean that those who have them should retain them but 
that all should have their measure of them. This leads to the second 
element of his program, the property rights of workers in their jobs, 
as best formulated by Professor Perlman. These workers’ property 
rights should gradually replace those of stockholders, who have no say 
anyway in their corporations. We thus arrive at a transformation of 
capitalistic industry into a system of producers’ cooperatives—hence 
the author’s sympathy for syndicalism. Such a system is just as much in 
line with the requirements of a free market as is the capitalistic struc- 
ture, with its undue emphasis on absentee and monopoly rights. The 
transition is facilitated and secured by a drastic limitation of the right 
of inheritance, which has nothing to do with liberalism and still less 
with democracy but is only a residue from feudalism. Farmers, store- 
keepers and other such operators should of course continue to work 
individual properties. 

Parkes’ confidence in the free market is unbounded. He goes so far 
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as to say that the case for free trade is irrefutable, and disregards the 
fact that it is the rigidity of fixed capital investments which leads 
to tariffs as well as to monopolies in the home market, both being 
designed to safeguard the invested values. It is true, however, that he 
is aware of the impossibility of destroying monopoly, and this gives 
him a vast advantage over the popular trust-busters. The transforma- 
tion of private monopolies into workers’ cooperatives would decisively 
modify the functioning of the enterprise, for it could no longer protect 
capital values at the cost of employment but would first of all have to 
protect the number and utilization of jobs. This is his most original 
point. To avoid the danger of the enterprise being monopolized by the 
present job-holders he suggests that it should be freely accessible to any 
job-seeker; this would be parallel to the free competition of capital, 
which in the classical system is supposed to destroy positions of more 
than average profitability. The question of capital equipment for the 
additional jobs remains unanswered, however, and while there is little 
doubt that some appropriate measure can be contrived, the program 
is plainly incomplete in this respect. 

Parkes’ answer to the capital question, so far as it can be construed 
from his suggestions, veers away from the radical liberalism which he 
makes his principle and makes use of Keynesian devices very similar 
to those used by Bingham. The banking and investment business 
should be in the hands of the government and should be conducted 
with a view to driving the rate of interest down to zero, which would 
imply, of course, the answer to the question of capital supply. The idea 
of restoring genuine liberalism by socializing the banking system is not 
new. It has been vigorously advocated by H. C. Simons of Chicago and 
his group, but it is only in connection with the Keynesian interest 
theory that it assumes new strength. 

In contrast to Bingham, Parkes does not consider private wealth 
harmless; he insists that capitalism tends to enlarge the top incomes 
more rapidly than wages in times of prosperity, that is, in times of full 
employment. His program is to remodel the institutional structure in 
which the market functions in such a way that workers and farmers 
are favored at the expense of monopolists and rentiers. Now there is no 
doubt that this can be done by means of drastic confiscation; a change 
in the distribution of ownership titles would entail a change in in- 
comes. But this is not the author’s point; he relies rather on govern- 
mental regulation of the rate of interest, which would gradually abol- 
ish the rentiers’ drain on production and stimulate borrowing until 
full employment were reached. He does not expect that this would be 
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feasible, however, unless city and state administrations shared in this 
borrowing for their non-commercial projects. This raises again the 
problem of the interest rate, discussed in connection with Bingham’s 
book, but it is more serious in the book under consideration. 

Parkes stresses the importance of having the public credit agency 
merely equate demand and supply in the savings market by mathemati- 
cally determining the rate of interest, and he precludes any direct 
governmental investment or business responsibility. But many of the 
participants in his market would be public bodies, although it is per- 
fectly conceivable that they would compete with one another as with 
the cooperatives. This is a minor point, however. The main question, 
suggested by Keynes’ analysis but left unanswered, concerns the capital 
supply under these new conditions. The lower the interest rate, and 
consequently the more long-lived the commercial investments, let alone 
the public investments, the larger must be the deductions from current 
income for sinking funds. At the same time the drastic equalization 
of incomes envisaged by Parkes would affect the main source of savings, 
and it appears quite likely that the menace to the stability of his system 
is undersaving rather than oversaving. A last question regarding the 
book concerns the remark that debtors, while rid of the interest bur- 
den, must repay the loans. Capital invested in production is not nor- 
mally repaid and such a payment, therefore, would be tantamount to 
an interest charge and seems plainly to defeat the aim of relieving pro- 
duction of that burden. Fortunately this point is made only in a side 
remark and carries no special weight. 

These remarks are intended to show that, brilliant as the book is, its 
economic program is in need of further elaboration and clarification. 
They are not intended to suggest anything in the nature of a refuta- 
tion. The bulk of the book contains the most comprehensive and 
learned critique of Marxism known to this student of the literature, 
and the final chapter gives by far the most advanced formulation of 
radical Jeffersonianism, which has so far stressed rather the agrarian 
side of democratic individualism and has suffered some atrophy in its 
proper application to industry.1 Parkes may be expected to take his 
place with those fearless and faithful liberals, of whom the aged Franz 
Oppenheimer is the living symbol, who combine critical keenness with 
constructive vigor and courage in the pursuit of their program of lib- 


erty and property for all. 
EpUARD HEIMANN 


1For a highly instructive survey of this important literature see Richard W. Day, 
“American Dream Resurgent” in Radical Religion, vol. 4, no. 1 (Winter 1938). 











IN REPLY TO CARL MAYER’S 
“ANTI-JUDAISM RECONSIDERED” 


I am grateful to Dr. Mayer for his critical analysis of some of my con- 
tentions! and for the unfailingly scientific approach that has made 
possible a common ground on which to discuss so delicate and im- 
portant a subject as the question of anti-Judaism. But since the large 
field that Social Research has to cover leaves only a very limited space 
in which to debate this subject, I must confine myself to a few brief 
observations in reply to Dr. Mayer’s comments. I shall take up his 
objections point by point. 

1. Mayer is quite right in maintaining that in antiquity anti- 
Judaism was fundamentally different from anything it has been since. 
The difference is that the Jews and their opponents were then on an 
equal social and ethnic footing, whereas this equality disappeared 
after the beginning of the Christian era. The Jews as a social organism 
were in conformity with the other peoples of the ancient world; their 
way of life, which was determined by a tribal religion, was not peculiar 
to them, but was at that time the generally accepted one. It is also 
true that in setting themselves apart from Hellenistic society the 
Jews themselves were responsible for the origin of anti-Judaism in 
the ancient world. I pointed this out in several places in my article 
(pp. 459, 461 ff.). 

But we do not approach the real problem until we go a step further 
and ask what is the ultimate reason for this self-isolation of theirs. 
And why did they persist in it so strictly and stubbornly while other 
tribes intermingled? To begin with, their self-isolation was not volun- 
tary, but was commanded by their cult. It was necessitated by a spe- 
cific tribal ritual: circumcision, dietary laws, Sabbath and the like. 
Well, other tribes had cult rituals too, yet let them be absorbed in 
Hellenistic syncretism. But right here is the distinguishing feature of 
Judaism: the “stubbornness,” the “arrogance” of the Jews was identi- 
cal with the ethical nature of their cult, with its character of revelation 
and of law. The other religions of antiquity were pure cults; that is 
to say, they had no ethical element, no established law that extended 
to intersocial relations and no revelation that made this law abso- 
lutely binding. They were open to intermixture and reinterpretation, 
to a cultic and mythic synthesis of interpretations. Furthermore, re- 


1Carl Mayer, “Anti-Judaism Reconsidered” in Social Research, vol. 7 (May 1940) 
pp. 169-83, a discussion of Erich Kahler, “Forms and Features of Anti-Judaism” in 
ibid., vol. 6 (November 1939) pp. 455-88. 
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lated cultic trends were already present everywhere in Hellenism. 
In Greece, the one place outside of Israel where a human ethos grew 
up — that is, an ethos establishing a responsibility of human beings 
in regard to one another —this ethos developed counter to cult, as 
free philosophic teaching unhampered by cultic practices and ritual. 
Only in Israel was there a conjunction, a unity, of ethos and ritual. 
It was ethical stringency based on law and revelation and the sense 
of a mission that lent the ritual its absolute authority and strictness. 
The totality of the ethical law extended to cult and ritual and thereby 
hindered connubium and commensality. The commandment to keep 
the Sabbath, a revolutionary innovation of Judaism, is a clear example 
of the inseparability of the cultic from the ethical. 

The people attracted by the ethical teachings were not inclined to 
take the ritual along with the rest. The masses, on the other hand, at 
home on the cultic level, were repelled by the intransigence of the 
cult and regarded it as arrogance; it naturally did not occur to them 
that this intransigence was caused by the stringency of the ethical 
law. So, unlike all later anti-Judaism, that of the ancient world had 
its origin in the attitude of the Jews themselves, but this attitude in 
turn had its necessary origin precisely in the union of ideal law and 
cultic ritual. 

2. Mayer mentions that the anti-Judaism of antiquity was rela- 
tively mild, that “it remained an attitude and was not established in 
social fact.’”” Granted, but here too I consider the essential reason to 
be that the tribal form of life in which the Jews were organized was 
still the prevailing form of life of the period. “The Phoenicians — 
but also the Egyptians — who came as traders to the economic centers 
of the Mediterranean, organized themselves in a way similar to that 
of the Jews. These organizations were by no means mere business 
associations, but were devoted to fostering their native cult, and in 
the main they kept their native tongue. The Romans too, when they 
settled outside the empire, formed independent corporations, and in 
maintaining privileges for themselves in matters of taxation and the 
administration of justice established themselves — naturally of their 
own accord — in a special position within the city associations. The 
community as a ‘religious’ congregation has its parallel in such cultic 
groups as those the Romans founded as soon as they became estranged 
from the state religion and adopted one of the religions that stemmed 
for the most part from the Orient.”? 

When Christianity established a worldwide faith without tribal 


* Nahum Norbert Glatzer, Geschichte der talmudischen Zeit (Berlin 1937). 
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roots it universalized cultic life and at the same time concentrated 
it within ecclesiastic bounds; as a result, it secularized and at the 
same time nationalized daily life. It was only then that the Jews, whose 
tribal cultic religion governed their whole existence, were placed 
in a peculiar atavistic position among the peoples, a position that 
intensified the specific character of hatred for the Jews. 

Nevertheless, even in the ancient world there were phenomena 
such as satirization of the Jews on the stage, and the persecution of 
the Jews in Alexandria as early as 38 A.D. under Caligula was a 
veritable pogrom. 

3. Mayer seems to have misunderstood me, since he accuses me of 
a “Marcionitic” interpretation of the relationship between Judaism 
and Christianity. I definitely did not maintain that “the relationship 
between the two is wholly negative, Christianity having completely 
disassociated itself from Judaism.” On the contrary, I expressly stated 
that “Christianity could never sever itself from its Jewish origin” 
(p. 469), and that the peculiar character of ecclesiastic hatred for 
the Jews was based on precisely this original and inextricable tie 
that forced the church to turn the relationship itself into a means 
of repulsing Judaism. Certainly the church is to be understood as 
the continuation of Israel, the fulfilment of Israel, and the revelation 
of the Old Testament as a part of the general Christian revelation. 
But just as certainly, as Mayer himself admits, the Christian interpre- 
tation gave the revelation of the Old Testament an entirely different, 
negative character, the character of a preliminary, which is transcended 
by the revelation of the new covenant and, if not abrogated, at least 
supplanted. Certainly the relationship is very complex and dialectical, 
and beside the tendency to make the old covenant count for nothing, 
or at any rate to discount it, there is throughout the other tendency, 
affirming its validity as a prophetic preparation and foundation. 
But Mayer himself admits that the first tendency was the dominant 
one, the one that became effective in practice and determined the 
position of the Jews in the whole modern world. It goes back to 
the words of Paul (Romans x, 4), who explicitly said, “For Christ is 
the end of the law for righteousness to every one that believeth.” 

I have perhaps not sufficiently emphasized that in all times there 
have been great and true Christians who lived up to the original 
meaning of true Christianity and included the Jews as well as Judaism 
within their community. As to acknowledgment of Christianity’s 
Jewish origin, there are many quotations one might add to those 
from Pius x1 and Karl Barth, cited by Mayer. Luther, for example, 
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writes: “And though we may boast to the skies, yet we are heathen 
and the Jews [are] of the lineage of Christ: we are strangers and 
related by marriage, they are blood relations, cousins and brothers of 
Our Lord.’ Yet the fact remains that all the leading fathers of the 
church (Justinius Martyr, Tertullian,. Eusebius, John Chrysostom, 
Ambrosius, Cyrillus of Alexandria, Hieronymus and Augustine), the 
majority of the councils (the first and second councils of Nicaea, 
those of Elvira in 306, of Antioch in 341, of Laodicaea in 350, the 
synods of Metz in 888 and Narbonne in 1050, the fourth Lateran 
Council of 1215, and the council of Basel in 1431), many distinguished 
popes, and Luther too, in practice, entered upon the opposite, the 
anti-Jewish, course. 

4. As to modern anti-Judaism, Mayer says there are many mani- 
festations of this movement that do not fit any of my categories. 
Since I could not give an exhaustive history of anti-Judaism within 
the limits of an essay, and had to leave unmentioned much that I 
myself considered important, it was naturally impossible for me to 
go into all the nuances. But in my opinion the authors Mayer men- 
tions present no more than a question of nuances. The writings of 
Riihs,* Fries,5 and Bruno Bauer® are mere incendiary pamphlets, 
without any examination of sources and devoid of the slightest at- 
tempt at thorough information, at factual or human justice; they 
are designed simply to propagate the century-old popular slogans 
of hatred for the Jews. Riihs, to whom Fries goes for his material— 
his essay is a laudatory review of Riihs’ pamphlet—founds his erudi- 
tion on, among others, Eisenmenger’s Entdecktes Judentum (Jewry 
exposed), a dreary piece of Jew-baiting of the year 1700, which has 
provided all anti-Jewish literature down to the present day with 
falsified quotations, nastily distorted facts and folk superstitions 
adopted without investigation. Fries’ essay goes further and actually 
contains incitements to pogrom. He speaks of “making an end of 
the evil by a fearful deed of violence,” as in Spain, “where it was 
a pleasure to all the people to see [the Jews] by thousands on the 
pyres.” “So that is the chief objective in this matter—to exterminate 
this caste [the Jews], root and branch.” At another point he advocates 
8“Dass Jesus Christus ein geborener Jude sei,” 1523. 

*F. Riihs, “Uber die Anspriiche der Juden an das deutsche Biirgerrecht” in 
Zeitschrift fiir die neueste Geschichte, Volker- und Staatenkunde (1815), reprinted 
as pamphlet, Berlin 1816. 

5]. J. Fries, Uber die Gefahrdung des Wohlstandes und des Charakters der Deut- 
schen durch die Juden (Heidelberg 1816). 

® Bruno Bauer, Uber die Judenfrage (Braunschweig 1843). 
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drowning new-born male Jews. Fichte’s remarks about the Jews? are 
of the same character, though less violent. After making the worst 
accusations against the Jews he admits that he himself does not know 
them, “because I never would have anything to do with one.” 

The arguments that all these writings advance against the Jews 
are, most of them, those we already know from antiquity and the 
Middle Ages. The Jews are accused of standoffishness and mis- 
anthropy—Riihs: “What state can want to have citizens who neither 
understand it nor take a vital part in the general life of the people?”’; 
Fichte: “a people that . . . is excluded by its religion from our meals, 
from our cup of joy, and from our sweet exchange of cheer from heart 
to heart.” They are accused of blasphemy against Christ (Riihs), of 
economic exploitation and of cupidity (Rihs, Fries, Fichte, Bruno 
Bauer). The one new thing is the increased emphasis on the in- 
ternationality of the Jews, the accusation that they constitute a “state 
within the state” in league with foreign countries. But these too are 
only the first manifestations of social and racial anti-Judaism. 

So in all this literature I can find nothing to justify putting it 
in a special category. Least of all would I dignify this type of writing 
by calling it “philosophic anti-Judaism.” Nearest to deserving this 
name is anti-Judaism such as that of Paul de Lagarde and Hilaire 
Belloc, and even this, less because these writers bring any new con- 
tribution to the critique of Judaism than because of the spiritual lofti- 
ness and dignity of their polemics. 

Possibly the manifold and contradictory denunciations of Jewish 
character traits in the anti-Jewish literature of the nineteenth and 
twentieth centuries could be united under the head of “character- 
ological anti-Judaism.” But this too is the corrolary of social and 
racial anti-Judaism. 

5. Mayer’s most important objection deals with my premise of the 
tribal character of the Jewish community. A complete answer to this 
objection would demand a comprehensive proof of my theory, which 
lack of space obliged me to omit from my essay on anti-Judaism and 
which I cannot properly enter upon within the scope of this brief 
reply. To this I must devote a special essay. Here I will confine 
myself to a few brief suggestions. 

Mayer’s refutation of my thesis starts from the premise that “tribe” 
is a political term. But since the Jews were not a “political people” 
but a “people of religion” they could not, so Mayer concludes, be a 


7J. G. Fichte, “Beitrag zur Berichtigung der Urteile des Publikums iiber die 
franzésische Revolution” in Sdémmiliche Werke (Berlin 1845-46) vol. 6. 
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tribe. But I must contest the premise: “tribe” is not a political term 
but a purely sociological one; exactly like the terms “family” or 
“nation” it expresses a specific form of human community which 
may come to have a political meaning, but not necessarily. And the 
distinguishing feature of this communal form “tribe” is for me 
precisely that a specific religion constitutes its original tie. That is 
what differentiates the tribe from other forms of community such 
as nation, state, society. Therefore Jewry is definitely a tribe which, 
in a period when states were still organized on a foundation of 
tribal cults, became effective as a theocratic empire, but which later, 
when all states became secularized, persisted in its purely tribal form. 

The “revelation” and the “law” constitute the form of expression 
peculiar to the Jewish religion, and inaugurated by it. On this form 
of expression and the ethical consequences it brings with it is based 
the uniqueness of the Jewish tribe. This uniqueness in no way keeps 
Jewry from being a tribe; on the contrary, it enabled it to persist 
as a tribe in the midst of nations and states. It gave Jewry as a tribe, 
which it is, its universal trend toward mankind. And the dispute 
between the atavistic tribal form, which in part still expresses itself 
quite concretely in cult and ritual, and the universal ethical content, 
which was given the tribe by the religious law—this very dispute 
contains the tragic fate of Judaism. In this dualism lies the reason 
for the “chimerical” double life of Jewish people, as Jews and as 
citizens of the state and the world; here lies, too, the reason, in a 
world today grown pagan, for the increasing lack of understanding 
for the phenomenon of Judaism, a lack of understanding which, as 
Mayer has very rightly explained, degenerates into hysterical, super- 
stitious fear and is easily made use of by agitators. “The anti-Semites” 
—wrote Charles Péguy in 1910, in his book Notre Jeunesse—“speak 
of the Jews. I warn you that I am about to say a shocking thing. 


The anti-Semites do not know the Jews.” 
ERICH KAHLER 


Princeton, N. J. 














BOOK REVIEWS 


ABRAMS, CHARLES. Revolution in Land. New York: Harper. 1939. 
320 pp. $3. 

For many years there has been a serious gap in the literature on 
land and housing. The traditional textbook on “land economics,” 
which attempts principally to explain the market mechanism deter- 
mining real estate values and prices, has become outmoded. Its limita- 
tions are characterized, among other things, by its unwillingness to 
recognize the social phenomena involved in the economics of shelter, 
and by its failure to analyze the interplay between general economic 
factors and housing or to develop anything approaching a housing 
policy. On the other hand, the reform literature, of which there has 
been plenty in recent years, commonly ignores the vast problems out- 
side the actual or potential field of public housing. A few excellent 
studies have widened our knowledge of the building cycle and other 
special subjects, but there has been no broad analysis of the economic 
and social processes surrounding the satisfaction of the housing need. 

Abrams’ book distinguishes itself by the broad vistas that it opens 
up, by its inclusive character, and by its development of a national 
program based on comprehensive analysis. In fact, his subject matter 
goes even beyond the housing field, for it comprises all land, whether 
farm or non-farm. 

It is the author’s thesis that there are secular trends, common to 
a!l land, which have brought about the present defects in the func- 
tioning of our farm as well as our urban land economy. The indus- 
trial revolution, with its development of large-scale production, has 
placed all land in an inferior position. Land has become of steadily 
Cecreasing importance as a factor of production. Diffusion of owner- 
ship, production in small units and lack of organization still charac- 
terize economic activity on land. On the other hand, a highly organ- 
ized and powerful industry exacts its toll from agricultural as well as 
urban real estate, by virtue of the price scissors, by its failure to con- 
tribute to a solution of the urban problems created by industry, and 
by its refusal to bear an appropriate share of local taxation, a refusal 
which unduly burdens farm and urban real property. In both agri- 
cultural and urban real estate, land utilization geared to continuous 
expansion has made stability almost a threat, and an inflated mortgage 
debt has undermined the security of ownership. “The golden age of 


land is past.” 
The author examines these trends, with great mastery of detail, in 
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their effects on farm and urban home ownership, on the unplanned 
growth and overexpansion of cities diseased by blight and slums, on 
the mortgage structure, the land tax and the faulty organization of 
the building industry. His searching analysis might perhaps have 
gained from a less dramatic presentation of the case. The conflict be- 
tween industry and land is often oversimplified. To speak of industry 
“making its choice” (p. 26) or of an “industrial scheme” (p. 48) or of 
a “policy of industry” (p. 50) in regard to one or the other land prob- 
lem is hardly appropriate. Industry, like any other sector of our 
economy, represents a composite group with uniform interests in some 
and divergent interests in other respects. As an example, if group 
interests are considered, there is no reason why the automobile pro- 
ducers should not favor a revolutionary cut in building costs which, 
it could be argued, would enable them to reduce wages or to absorb 
the consumers’ purchasing power thus released, by expansion of auto- 
mobile sales. Rather, greater emphasis might have been given to the 
more objective technical and institutional factors that have thus far 
impeded large-scale building along modern industrial lines. 

The author’s conclusion is that free enterprise in land has broken 
down. As a solution he proposes a program divided into two parts. 
The ultimate objective, presented as a necessity rather than as a 
panacea, envisages acquisition by the government “of all land which 
has no economic place in private ownership and of the other land 
necessary for rational planning” (p. 287). Immediate readjustments 
comprise organization of mortgage lending on a broader basis, in order 
to reduce interest rates, strengthening of federal control over mortgage 
lenders, redistribution of the tax burden between real and personal 
property, expansion of public construction, and effective coordination 
of the now scattered federal activities dealing with land. 

The author criticizes the land and housing policy of the New Deal, 
with the exception of the slum clearance program, for its lack of 
coherence and definite direction, for actions based on expediency, 
and for its attempt at “underpinniig” the existing value and debt 
structure at heavy cost, without taking a bolder step toward nationali- 
zation of land. While much of this criticism is justified, if one chooses 
to overlook the American folkways of economic and social reform, 
the New Deal might have been credited for recognizing that land and 
housing have a place in federal policy. 

In some instances, moreover, the criticism of the New Deal is not 
quite consistent with the author’s own views. Federal support of the 
mortgage structure, for example, was based on the recognition of a 
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situation described by the author himself as follows: “Unless insti- 
tutional mortgage funds continue available or unless funds from other 
sources become available to replace them, the whole structure of 
capitalization which has been built up in the course of the past century 
must collapse, while the stream of industrial and commercial opera- 
tions that depend on a free flow of mortgage credit must all but cease. 
The American mortgage structure, artificial as it is, fantastic as it has 
grown to be, must be maintained lest the whole economy of municipal 
debt, home and farm ownership, and even municipal taxation, col- 
lapse .. .” (p. 100). Also, the author, in his own program, suggests 
equity insurance for homeowners in addition to the present mortgage 
insurance—which certainly means more “underpinning” of existing 
values. 

In a book covering so broad a subject in little more than 300 pages, 
one can hardly expect completeness. Thus the reader interested in 
reform will regret that the author’s program is less specific than his 
critical analysis of past trends and of New Deal policy. The economist 
will miss any reference to the building cycle and to the possible role 
and methods of government control. Such minor criticism cannot, 
however, obscure the fact that Abrams’ book is a real contribution to 
the literature on land and housing. 

LEO GREBLER 


Federal Home Loan Bank Board 


MURRAY, HENRY A., ed. Explorations in Personality by the workers 
at the Harvard Psychological Clinic. New York: Oxford University 
Press. 1938. 761 pp. $5. 

The triple aim of the twenty-six authors of this ambitious work 
was “nothing less than (1) to construct methodically a theory of per- 
sonality; (2) to devise techniques for getting at some of the more 
important attributes of personality; and (3) by a study of the lives 
of many individuals to discover basic facts of the personality.” This 
review must perforce confine itself to the main theoretical significance 
of the work and ignore the rich contributions under the latter two 
headings. 

The volume is above all a monument to the fruitfulness of co- 
operative enterprise in a field of science that has come to resemble a 
Hobbesian horde of rugged individuals, each brandishing a few 
deified concepts from behind a fence of polemical barbed wire. H. A. 
Murray and his coworkers have brought to bear a fine methodological 
sophistication on current conceptual schema. The experimenters seem 
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to be a fair sample of all the principal “schools” of psychology, 
but they are endowed with a lively awareness that the scientific validity 
of a concept lies only in the degree to which, first, it is clear and 
unequivocal, second, it directs attention to a significant element of 
the personality, and third, it may be fitted into a generalized theoretical 
system that “works.” For two and a half years they worked together 
on the same group of subjects, equating, altering, refining and 
standardizing their concepts and procedures in frequent conferences 
as their combined experience and insight suggested. There was no a 
priori assumption that any factor or group of factors could exhaust 
all the significant aspects of personality, or any a priori weighting 
of the factors. 

The objective was to devise a conceptual scheme in terms of which 
could be reformulated and logically related as many as possible of 
the ideas and concepts which have proved useful in “the psychologies.” 
When these concepts are brought within a common frame of reference, 
supplemented, pruned, redefined and viewed as analytical aspects 
of the personality, frequently as hypotheses, and never as substantive 
entities, the mutual exclusiveness of many concepts of modern psy- 
chology is found to rest on “the fallacy of misplaced concreteness,” 
the assumption that a concept necessarily corresponds to a real entity 
and exhausts a concrete phenomenon. Psychologists, qua scientists, 
have nothing to lose but their terminologies by viewing their proud 
and sensitive concepts as variables in a highly complex polynomial 
system. In applications of the scheme to concrete phenomena, the 
value of the variable may prove large or small, its importance para- 
mount or negligible. But the final judge will then prove to be ex- 
periment and not polemics doomed to futility because based on 
epistemological illusions. 

The behaviorist is admitted to the scheme of this volume through 
the catholic category of “actone,” defined as “an action pattern qua 
action pattern” and subdivided into “motones” and “verbones.” But 
the system as a whole is integrated around the concept of the per- 
sonality, and as a purposive, goal-directed entity; it stems most 
directly from the tensional, dynamic, configurationist psychoanalytical 
sectors of psychology. Need, then, is the point of departure for the 
system, but need in the minimal sense, involving no entological as- 
sumptions. It is an hypothetical tension in the brain region, a mo- 
mentary state whose dimensions, varying in concrete situations, are 
left to be qualified by a series of general traits and attributes applica- 
ble to all the needs. The personality, however, is not merely a cluster 
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of needs but of needs directed toward or away from a specified 
“cathected” object and under certain specified conditions—“‘press” — 
classified according to the effect they have upon the subject. 

A particular press-need combination constitutes a thema, “the 
dynamical structure of a single episode, a single creature-environment 
interaction” and the most “convenient molar unit for psychology to 
handle.” The life-history itself is a more or less integrated and unified 
dynamic sequence of themas. The processes of abnormal, develop- 
mental and depth psychology, whereby the personality is differentiated 
and integrated, have been incorporated into the conceptual scheme 
but have received less elaborate analysis and classification than the 
structural elements: needs and press. But they require such treatment 
less, they logically come second, and the inadequacies of the systems 
which hypothesize such processes are largely rectified by enlarging the 
repertoire of needs and press at their disposal. 

To reproach the authors of this volume for defects of emphasis 
and omission would be captious. The book does, however, fall short 
of realizing John Dollard’s first criterion for life-history: “the subject 
must be viewed as a specimen in a cultural series.” Murray talks 
of “the sociologist’s assumption that a personality is the sum of its 
social relationships,” but no respectable sociologist would insist on 
such an assumption. Murray protests rightly that before the person- 
ologist can make the fullest use of cultural materials the sociologist 
must perform his task of analyzing them into significant variables 
which can be handled by the personologist. But this is no reason why, 
pending such analysis, more adequate conceptual provision should 
not be made for group and cultural factors. For example, the fact 
that “Catholic subjects were conspicuously more solid and secure and 
most of the Jewish subjects conspicuously less so than the average” 
emerged only as a statistical by-product of the investigation. That 
there is a “neurotic personality of our time” is a grim, ineluctable 
fact. Personology must establish a more immediate nexus than even 
Murray and his associates have done between the individual and the 
cultural factors, with their varying incidence. The number, the 
variety, the relative congruity, intensity and imperiousness of the 
individual’s affiliations are quantitative variables of significance. 
There are also qualitative factors, harder to handle. The frame of 
reference of this book will prove competent to deal with them but 
its potentia'ities have not been exploited. 

A related defect, attributable in large part to the disproportionate 
Freudian preoccupation with early childhood, is failure to deal ade- 
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ed quately with adolescence. It is increasingly recognized that disturbances 
vom attendant on adolescence are not only due to racially uniform organic 

changes, but that they vary in individuals and cultures, and that an 
he adequate, developmentally oriented psychology must make ample 
nt room for the pregnant processes, trauma and conflicts engendered 
to in a confused and mobile culture which prolongs adolescence in- 
ed ordinately, defines its limits and appropriate patterns ambiguously, 
p- and yet operates as a unique constellation on each individual subject 
od to it. In the terminology of these authors, it is necessary to fit the 
ne individual into a context of “alpha” and “beta” socio-cultural “press” 
he more extensive in time and space than that which the workers of the 
nt Harvard Psychological Clinic have succeeded in visualizing. The fact 
ns remains, however, that in this work one can begin to see the seething 
1e crucible of modern personology begin to cool and its most useful 
contents crystallize into an enduring substance. 
is ALBERT K, COHEN 
rt Bloomington, Indiana 
ct 
ks WHITEHEAD, ALFRED NORTH. Modes of Thought. New York: 
ts Macmillan. 1938. 241 pp. $2.50. 
n In this book Professor Whitehead has put together six lectures given 
n- to the girls at Wellesley College in 1937-38, two lectures given to the 
st girls and boys at the University of Chicago in 1933 and a statement on 
2S the aims of philosophy made to the graduate students at Harvard and 
vy, Radcliffe in 1935. The nine pieces set forth certain aspects of Dr. 
d Whitehead’s views about man and the universe and about the phi- 
ct losopher’s art of viewing these matters. To those unacquainted with the 
d Whitehead doctrine the book is likely to prove elusive both in manner 
r and in matter; those who read and relish Whitehead may find them- 
t selves doubting whether it strengthens what he has already published. 
e He says that what he told the girls at Wellesley is a condensation of his 
n lectures to the boys at Harvard, and consists of “those features . . 
e which are incompletely presented in my published works.” But the 
e reader might need a good deal of persuasion that the completion is 
. greater than the repetition. That, however, would be a long story. 
x Suffice it to state that Dr. Whitehead sees philosophy as a mysticism 
f akin to poetry, rationalizing itself in a manner of which mathematical 
t pattern is the limit. Each new philosophy is a different undertaking of 
a continuing creative activity, a process of many forms, an organic life 
: intuitable as “a certain absoluteness of self-enjoyment .. . a certain 
immediate individuality . . . appropriating into a unity of existence 
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the many presented as relevant by the physical processes of nature.” 
Whitehead presents the intuition as something to him self-evident. Self- 
evidence, however one come by it, underlies, he says, all proof or 
demonstration, which is able merely to extend it. A philosophy is a 
disclosure or revelation: what the philosopher has to say and how he 
says it are but its expression. Expression is particular, multitudinous 
and varied. It is finite: insight is one; insight is what it is by its impor- 
tance, and the importance is ultimate and ineffable, “derived from the 
immanence of the infinite in the finite.” Each finite, in being finite, has 
its characteristic perspective of the infinite, and the interplay of per- 
spectives is a process from the concrete to the abstract, and with the 
abstract, to the concrete again. The proper dignity of man is consti- 
tuted in the role which abstraction plays in his consciousness. For 
abstraction is unification and unification is civilization. 

And this is why philosophy must be “an attitude of mind toward 
doctrines ignorantly entertained.” An inquiry into meanings, it en- 
deavors—not as criticism, not as semantics, but as speculation—to 
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rationalize each mystical, opaque ineffable such as “importance” or 
“expression” by means of “novel verbal characterizations, rationally 
coordinated.” But it does not err in believing that language can fully 
express such ideas; it does not commit “the fallacy of the perfect dic- 
tionary”; the form it seeks lies “beyond the direct meaning of words.” 
H. M. KALLEN 


ERRATUM 


Omission of a phrase in the Appendix to Arnold Brecht’s article on “The Search 
for Absolutes in Political and Legal Philosophy,” which appeared in the May 1940 
issue of Social Research (vol. 7, no. 2), affected the sense of a passage dealing with 
Leonhard Nelson’s ideas on equality. The first half of the sentence beginning on 
line 14, page 216, should have read as follows: “At first he is on firm ground in 
stating that his equality ‘by no means excludes preferential treatment of individuals, 
but it does exclude any preferences that are not warranted by a difference in the 
situation of the one and the other’. . .” The italicized words were inadvertently 
dropped from the text; as the sentence stands now the true sense would be most 
easily restored by marking out the “not” before “warranted.” 
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